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COLLATION 


NTELLIGENCE REQUIREMENTS: 


001. What is the true intention of the U.S behind а joint military exercise after China's manoeuvre on 
its neighbouring country Taiwan? 


e To build and reinforce relationship with ASEAN countries 


-What is the people's opinion about this event? 


Source: X (UNEDITED THREADS) 


>“its reassuring to have partners like these guys when our sovereignty is threatened" 


Rayquazaaa 


SUPER GARUDA SHIELD 2024 


>“Tenggara Backgrounder, Indonesia-US war games become Gen. Andhika's pet project" 


THE BRIEF 


What we've heard 


A source within the TNI said the Super Garuda 
Shield joint military exercise has sparked a 
debate among the military top brass and further 
worsened the silent rivalry between TNI chief 
Andika and Army chief Gen. Dudung 
Abdurrahman. The fact that Andika expanded 
and took over the hosting of the joint exercise 
from Dudung has also sparked speculations that 
the TNI chief wanted to impress the public he is 
a potential presidential candidate in 2024. 


Next > 


Tenggara "lackgrourder wut ja certa post: con 


>“With China's growing aggression, #Indonesia's #SuperGarudaShield reflects the urgency to get 
prepared for a potential conflict with China. This will strengthen the resolve to protect the 
critical maritime chokepoints in the region." 


>“The US military and 14 countries are doing exercise in Indo-pcific region based im Indonesia 
called #SuperGarudaShield - that's why Jinping going bonkers.” 


>”#05 has done more than 100 military drills at China's doorstep thousands miles away from US 
territory. So who is really doing the "military encirclement"?" 


>”I mean this is hilarious. First of all you said that these drills were to avenge Nancy's. Hu Xijin 


went forward and said that he will directly fire missiles. I know he is a clown. Even if say US has 


done these exercises , were these a retaliation. Post UKR exercises mean invasion" 


-What are China's response and concerns towards the U.S’ actions on this event? 


Source: voachinese.com 


FLIED, P ЖЛ KK RA EUN. F Se FB RIE ZAR EAR eed, Dt Es fex — 38 CAP EHS RI 2E 
DIEA AL 


Translation: The Associated Press reported that China sees these expanding joint military exercises as a threat, 
accusing the United States of trying to create a NATO-like Indo-Pacific alliance to counter China's growing military 
and diplomatic influence in the region. 


-What are the possible outcomes for ASEAN countries in the near future? 


With China's intent to invade Taiwan with their "48-hour plan to invade Taiwan" 


*As China learns from Russia's failed invasion of Ukraine, it's just a question of 
when, not if, Beijing moves on Taipei" 


(source: telegraph.co.uk) 


Hypothetically, if a conflict were to arise between China and Taiwan, the U.S. might intervene and 
establish a base on the ASEAN islands. Historically, the U.S. has fostered relationships and built trust 
with neighbouring countries of Taiwan within the ASEAN region, which have remained neutral and peaceful. 
However, with China's assertive actions, they may target U.S. bases located in one of these formerly 
neutral ASEAN nations. Consequently, these ASEAN countries would be compelled to defend their territory 
and join the fight alongside the United States. 


It would highly likely turn into a global-scale war if that particular scenario happens. It is highly 
likely that Russia, which shares significantly close ties with China due to their similarities in modern 
communist ideologies, and even North Korea that will both join the "act of invasion" towards their 
neighbouring countries. When that "second wave" of invasion happens, it is almost certain that the NATO 
countries and its forces will try to defend Europe. 


. To build relationship with ASEAN for potential future maritime business and economic 
approaches and events 


U.S' claims on Indo-Pacific: 


The United States will pursue an Indo-Pacific region that is: 
1. FREE AND OPEN 


Our vital interests and those of our closest partners require a free and open 
Indo-Pacific, and a free and open Indo-Pacific requires that governments can 
make their own choices and that shared domains are governed lawfully. Our 
strategy begins with strengthening resilience, both within individual 


countries, as we have done in the United States, and among them. We will 
3. PROSPEROUS 


The prosperity of everyday Americans is linked to the Indo-Pacific. That fact 
requires investments to encourage innovation, strengthen economic 
competitiveness, produce good-paying jobs, rebuild supply chains, and 
expand economic opportunities for middle-class families: 1.5 billion people in 
the Indo-Pacific will join the global middle class this decade. We will drive 
Indo-Pacific prosperity, including by: 


by whitehouse.gov 


-What is the economical state and statistics of goods and services in ASEAN? 


Major Economic Indicators 


2020 2021 2022 
Population (million) 658.9 663.9 671.6 
GDP (US$ billion) 3,002 3,348 3,624 
Real GDP growth ($) —9.3 3.6 5.7 
GDP per capita (US$) 4,536 5,024 5,395 
Exports of goods (US$ billion) 1,397 1,713 1,962 
Imports of goods (US$ billion) 1,273 1,627 1,885 
Exports of services (US$ billion) 343 348 467 
Imports of services (US$ billion) 353 397 467 


Source: ASEAN Secretariat 


Overview 


The Association of Southeast Asian Nations (ASEAN) is a fast-expanding trade bloc consisting of 10 member 
states, namely: Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, the Philippines, Singapore, 
Thailand and Viet Nam. 


ASEAN averaged an annual GDP growth rate of 4.2$ between 2013 and 2022. With a combined population about 
672 million, ASEAN's GDP was about USS3.6 trillion in 2022. If considered as a single entity, ASEAN is 
the third largest economy in Asia, and the fifth largest in the world after the US, China, Japan and 
Germany. 


ASEAN is however, very diverse in terms of income levels. While the bloc had an average GDP per capita of 
USS5,395 іп 2022, those of ASEAN member states (AMS) range from a low of approximately US$1,130 in 
Myanmar to US$82,795 in Singapore. [1] 


Current Economic Situation 


The ASEAN economy expanded by 5.7$ in 2022, up from 3.6$ in 2021, with private consumption being one of 
the key growth drivers. Consumer confidence rose among most AMS amid an overall resilient job market, 
with the bloc's unemployment rate returning to pre-Covid levels by dropping f 


from 5.0$ in 2021 to 4.1$ in 
2022. Total merchandise trade increased by 14.9$ year-on-year to US$3,847 billion in 2022, with most AMS 
recording double-digit annual export growth. [4] 


Trade in Goods and Services 


ASEAN itself is the largest market for exports of goods from the trade bloc, accounting for 22.9% of 
total ASEAN exports in 2022, followed by mainland China (14.8%), the US (14.8%), the EU-27 (9.0%) and 
Japan (6.8%). 


Trade Policy 


In the 1990s, ASEAN countries established the ASEAN Free Trade Area (AFTA) with a view to raising the 
bloc’s competitive edge as a production base through the reduction or elimination of tariffs and 
non-tariff barriers on intra-ASEAN trade, in addition to attracting FDI. AFTA adopted a Common Effective 
Preferential Tariff (CEPT) scheme within ASEAN to reduce tariffs to between zero and 5%. The 
ASEAN Secretariat was given the authority to monitor and ensure compliance with AFTA measures. Despit 
the AFTA-CEPT, there is no common external tariff on goods imported from outside the trade bloc, with 
each ASEAN member applying import tariffs based on its national schedules. 


Hong Kong's Trade and Investment with ASEAN 


As a trade bloc, ASEAN was Hong Kong's second-largest trading partner, export market and import source 
after mainland China in 2022. 


In 2022, Hong Kong's total exports to ASEAN rose by 6.5% YOY to 05546.2 billion. Major items exported to 
ASEAN in the period included semi-conductors, electronic valves and tubes (27$ share of total exports), 
telecoms equipment and parts (14.4%), electrical apparatus for electrical circuits (7.4%), parts and 
accessories for office machines and computers (5.3%), and pearls, precious and semi-precious stones 
(3.7$). Viet Nam was the top export market for Hong Kong in ASEAN, accounting for 31.2$ of total exports 
to ASEAN, followed by Singapore, Thailand and Malaysia. 


Hong Kong's imports from ASEAN totalled US$119.8 billion in 2022, showing a 2.8% increase compared with 
2021. 


Major Exports of Goods (2022) 


HS code Share of Total Exports 
of Goods 
85 Electrical machinery and equipment and parts 28.4$ 
27 Mineral fuels and oils 11.8$ 
84 Nuclear reactors, boilers, machinery and mechanical appliances; 9.7$ 


parts thereof 


15 Animal or vegetable fats and oils 3.3$ 
87 Vehicles and parts 2.8$ 
39 Plastics and articles thereof 2.7% 
71 Natural or cultured pearls, precious or semi-precious stones; 2.6$ 
precious or semi-precious metals 
90 Optical goods 2.6$ 
72 Iron and Steel 2.5$ 
40 Rubber and articles thereof 2.2$ 
Others 31.3$ 


Source: ASEAN Secretariat, ASEANstats database 
For imports of goods into ASEAN, mainland China was the largest supplier with a share of 22.9$ in 2022, 
followed by ASEAN (21.6%), Japan (7.2%), the US (6.9%) and the EU-27 (6.3%). 


Major Imports of Goods (2022) 


HS code Share of Total Imports of 
Goods 
85 Electrical machinery and equipment and parts 25.7% 
27 Mineral fuels and oils 17.9$ 
84 Nuclear reactors, boilers, machinery, mechanical appliances and 10.3$ 
parts 
39 Plastics and articles thereof 3.6$ 
71 Natural or cultured pearls, precious or semi-precious stones; 3.2$ 
precious or semi-precious metals 
72 Iron and steel 3.2$ 
87 Vehicles and parts 2.8$ 
90 Optical goods 2.3$ 
29 Organic chemicals 2.0$ 
38 Chemical products n.e.c. 1.6$ 
Others 27.5$ 
Source: ASEAN Secretariat, ASEANstats database 


For the trade in services, 
Services prior to the Covid-19 pandemic[8] 


travel - the highest contributor to both ASI 


EAN's exports and imports of 
- gradually recovered in 2022 amid the relaxation of border 


restriction measures. In 2022, 


the sector came third in both exports a 


business services and transport accounted for the majority of ASEAN's trade 


Major Items of Trade 


nd imports of services, 


€ 


while other 
in services. 


in Services (2022) 


Exports Share of Total Imports Share of Total 
Exports of Imports of 
Services Services 
Other business services 29.1% Transport 36.0$ 
Transport 27.4$ Other business services 27.8% 
Travel 10.5% Travel 10.2% 
Financial services 9.1% Telecommunications, computer, 8.8% 
and information services 
Telecommunications, computer, 8.2% Charges for the use of 6.1% 
and information services intellectual property, n.i.e 
Manufacturing services on 71.2% Financial services 3.7% 
physical inputs owned by 
others 
Source: ASEAN Secretariat, ASEANstats database 
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‘weapons of mass destruction lies’ 


A historic case study and act ‘profiting over conflict’ 


for 11. 


EAN maritime businesses in 


The best estimates available suggest that more than 


Bush and Tony Blair's decision to invade Iraq in 2003. 


250,000 people have died as a result of George W. 
A newly released investigative report from the UK 
government suggests that intelligence officials knew ahead of time that the war would cause massive 


instability and societal collapse and make the problem of terrorism worse — and that Blair and Bush went 
ahead with the effort anyway. 


To some extent, 


characterizing the intelligenc 


human toll. But the truth also matters, 
his advisers made statements that intelligenc 
Saddam Hussein's non-existent links to al-Qaeda. 


this is beside the point; 


knows to be false is "lying." 


Background 


Oil exploration and production in 
granted to a consortium o 


ro 


even if they had been totally cautious and careful in 


, the war still would’ve been a catastrophic mistake that took an immense 


agencies knew to be fal 


(see attachment #A7754 


as the Iraq Petroleum Company. 


1975. From 1975 to 2003, 
However, from the earl 


Iraq's oil 
ly 1980s until 


The nationalization of 


Intelligence claim) 


and the truth is that there were numerous occasions when Bush and 
lse, both about WMDs and about 
The term commonly used for making statements that one 


Iraq began in the 1920s under the terms of a wide-ranging concession 
international oil companies known as the Turkish Petroleum Company and 1 


later 


Iraq's oil resources and production was comp] 


production and export operations were entirely state operated. 
the toppling of Saddam Hussein's government in 2003, 


lete by 


the country's 


hydrocarbon infrastructure suffered from the negative effects of war, international sanctions, a lack of 
investment and technology, and, in some cases, mismanagement. 


According to the Oil and Gas Journal, 


third-largest. Other estimates of Iraq's potential oil 


IHS estimated that 


additional 100 billion barrels 


€ 


reserves vary, and the U.S. Department o 


Energy Information Administration notes that current estimates "have not been revised since 200] 


x 


Iraq has 115 billion barrels of proven oil reserves, the world's 
Energy's 


reserves 


qual 116 billion barrels, with a potential 


in largely unexplored western areas. (see attachment #A0112) 


U.S’ BUDGET ON ‘Military Construction in Support of Afghanistan and Iraq’ - Attachment #A4291 


Baghdad, Iraq 


An estimated $150 billion of stolen money has been smuggled out of 
Iraqi President Barham Salih said Sunday. 


led invasion of 


Iraq in 2003, 


CNN — 


"Of the close to 
money has been sn 


a thousand bil 


nuggled out of 


The statement can 
Parliament. 


Yes, the Iraq War was a war for oil, 


Before the 2003 invasion, 


ne as the Iraqi President submitted a draft Corrupt Funds Recovery Act to the 


lion dollars made from oil since 2003, an estimated $150 billion of 


" 


Iraq, 


and are 
largely based on 2-D seismic data from nearly three decades ago." In April 2007, oil industry consultants 
Iraq's proven and probabl 


Iraq in corrupt deals since the US- 


stolen 


Salih said in a televised speech. 


companies. A decade of war later, 


and it was a war with winners: Big Oil. 


€ 


It has been 10 years since Operation Iraqi Freedom's bombs first landed in Baghdad. And while most 
U.S.-led coalition forces have long since gone, Western oil companies are only getting started. 


Ez 


Iraqi 


of the 


Irag's domestic oil industry was fully nationalized and closed to Western oil 
it is largely privatized and utterly dominated by foreign firms. 


OVERVIEW OF A PLANNED U.S GENERAL AND POLITICAL ELECTION SURVEILLENCE ON A COUNTRY - Attachment #А2778 


° To learn guerilla warfare and to familiarize the field of combat 


-Does the U.S see a potential conflict being spread upon ASEAN countries? 


With ASEAN's main biome: 


The eight terrestrial biomes described are: (1) tropical and subtropical wet broadleaf forests; (2) 
tropical moist deciduous forests; (3) tropical dry broadleaf forests; (4) temperate and mixed broadleaf 
and coniferous forests; (5) tropical, subtropical, and temperate coniferous forests; (6) grasslands and 
savannas; (7) desert; (8) mangroves. Different ecoregions, which are geographically defined areas 
containing distinct assemblages and communities, have been identified within a biome. 


With Indonesia's naval power and privileged authority over ASEAN Oceans: 


The WDMMW gave Indonesia's navy a True Value Rating of 137.7, with 243 active units in July. 


(Ranked 4 of 39) 


Allegedly claiming that the U.S is preparing (pre-war assessments) over China's rising tension to 
conduct and invasion over Taiwan. So, conducting a joint military exercise with ASEAN countries (mainly 
Indonesia) to learn and familiarize the potential field of conflict and also to build significant 
diplomatic relationship with the associated countries 


^Will the U.S Intend to "AID" the conflict by fighting alongside? But why? 


IRAQ's historic situation and U.S' AID 


In April 2003, Congress approved approximately $2.5 billion largely for immediate relief aid -- 
such as food, medicine, and water -- through the Iraq Relief and Reconstruction Fund (IRRF). Today 
97$ of these funds have been disbursed. 


In November 2003, Congress added $18.4 billion to the IRRF to help Iraq with general 
reconstruction needs. 


As of February 2006, we have disbursed $10.5 of the $18.4 billion, funding projects in the 
security, economic, and political spheres. 83$ of the $18.4 billion has been obligated to projects. 
We have a detailed plan for projects using the remaining funds that will be completed before th 
close of the 2006 fiscal year. 


Iraq's reconstruction needs are at least $55 billion, per the UN and World Bank. US assistance 
is part of an ongoing international effort. 


IRRF projects have transitioned from large infrastructure projects to smaller, quick disbursing 
projects that jumpstarted the Iraqi economy, and to projects that are building Iraqi capacity to 
sustain and manage the country's infrastructure over time. 


Under Saddam Hussein, Iraqis' standard of living deteriorated rapidly. Iraq's per capita income 
had dropped from $3,836 in 1980 (higher than Spain at the time) to $715 in 2002 (lower than Angola). 


Today, free elections are transforming Iraq. Economic recovery is also picking up, with GDP 
growing from $18.9 billion in 2002 to $33.1 billion in 2005. 


CLAIM: Just because there's a huge potential for profit in IRAQ's oil field. 


'Before the 2003 invasion, Iraq's domestic oil industry was fully nationalized and closed to Western 
oil companies. A decade of war later, it is largely privatized and utterly dominated by foreign 
firms’ 


While ASEAN is one of the biggest strategic maritime spaces in the world in terms of global trade, 
food and energy security and marine biodiversity. Allegedly claiming based on historic events, there 
is a potential for the U.S to tag along in the economic development and business 


ASEAN is on track to emerge as a global centre of growth. 


To achieve its vast economic potential, ASEAN is leveraging its demographic strength and 
promoting inclusivity as a catalyst for innovation. 


To ensure regional integration, ASEAN’s innovation efforts are focused on sustainable 
development, enhancing trade facilitation, and cross-ASEAN talent exchange. 
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Afterwards, the Arleigh Burke-class destroyer USS Ralph Johnson and Halifax-class frigate 

HMCS Ottawa, two ships involved in the Noble Stingray drills, sailed through the Taiwan Strait in 
what US Indo-Pacific Command called a transit "through a corridor in the strait that is beyond 
the territorial sea of any coastal state" - a direct challenge to China's claims that the strait is an 
internal waterway. The PLAN Type 052D destroyer Hohhot trailed the two ships through the 

strait by about half a mile, warning them about their violation of Chinese waters. 

Those, in turn, followed multi-nation war games in the South China Sea and in South Korea last 
month. 

Since shifting its primary strategic focus toward "great power competition" with Russia and 
China, the US has pushed to unite East Asian nations into anti-China blocs, claiming Beijing 
poses a threat to their sovereignty that only the US military can oppose. That has included 
funneling new weapons to the government in Taiwan, which Washington officially doesn't 

recognize as a country but which. nonetheless enjoys de facto US support. 

Answering a question last week about speculation about responses by other countries to a 
"potential war in Taiwan," Chinese Foreign Ministry spokesperson Mao Ning told reporters that 
"Taiwan is part of China" and issues regarding Taiwan are "China's internal affair" in which no 
other nation has a right to interfere. 

"By hyping up the Taiwan question on various occasions, the US has been creating tensions, 
provoking confrontation, and seeking to turn the Taiwan question into an international issue," 
Mao said. "This is highly dangerous. The most effective way to safeguard peace and stability 
across the Taiwan Strait is to adhere to the one-China principle and unequivocally oppose 
'Taiwan independence.'" 

The government on Taiwan is the last surviving remnant of the Republic of China, which 

governed all of China from the abdication of the last Chinese emperor in 1912 until the 
communist victory in 1949, which led to the foundation of the People's Republic of China on the 
mainland. 

Both governments claim to be the legitimate Chinese government, but only a handful of small 
US-aligned states recognize Taiwan's claims today. The US switched its recognition to Beijing in 
1979 and acknowledged Beijing's position under "One-China policy", which stipulates that the 

PRC is the only legitimate government of China. 


EXTRAS IRs: 


e Why is the recent SUPER GARUDA SHIELD the "largest"? 


Claim: 


The "Super Garuda Shield" exercise is "significantly larger in scope and scale than previous exercises, 
with many nations participating or observing for the first time," said the U.S. Embassy in Jakarta. 


About 4,000 mostly Indonesian and U.S. troops are taking part in the two-week drills on Sumatra and 
Kalimantan, the Indonesian part of Borneo island. 


"This is a purely military-to-military exercise," Maj. Gen. Stephen Smith, commander of the participating 
U.S. troops, said during a press briefing in Jakarta on Friday. 


"This is not a threat or should not be viewed as a threat to anybody, anywhere," Smith said. 


Some may suspect that Super Garuda Shield is just another trick to contain 
China, considering the country's absence and the participation of US allies 
hat belong to AUKUS and the Quad. The most senior US officer in Super 


Garuda Shield, Maj. Gen. Stephen G. Smith, dismissed such notions, saying 


he joint exercise was not meant as a threat to any particular country. 


Due to the recent event of China's manoeuvre over Taiwan: 


Press release on April 1, 2023: 


Some of the aircraft were reported to have crossed the median line, which serves as a de facto 
dividing line and some were said to have ventured into Taiwan's air defense identification zone 
(ADIZ). Neither concept has legal bearing, and Taiwan's self-imposed ADIZ extends well into 
Chinese airspace; nonetheless, Chinese military forces crossing either of them is reported in 
Western press as aggressive acts against Taiwan. 


The PLA exercises came after a trio of events in recent days, which Beijing has perceived as 
aimed at emboldening political factions in Taiwan that support independence and oppose 
reconciliation with the mainland. 


September: 


Five months after it made its first deployment to the western Pacific, People's Liberation Army Navy 


carrier CNS Shandong (17) is back conducting drills, according to Taiwan Ministry of National Defense. 


Also on Monday, Japan's Ministry of Defense reported a total of eight PLAN ships transited the Miyako 


Strait to enter the Philippine Sea. 


On Monday, Taiwan's Ministry of National Defense issued a release saying Shandong was located 60 nautical 


miles southeast of Cape Eluanbi and had sailed east into the western Pacific to conduct air training. In 


addition, 13 People's Liberation Army aircraft had been detected since 5:40 am on Monday, and 11 of the 


aircraft crossed into Taiwan's southwest air-defense identification zone. The Taiwanese military was 


closely monitoring the developments, according to the release, and would dispatch "mission aircraft, 


ships and shore-based missile systems to respond appropriately," the release stated. 


f. 
cy 


CNS Shandong (17) underway on Sept. 10, 2023. JMSDF Photo 


Source: news.usni.org 


The release did not state if Shandong was accompanied by other PLAN ships, but that is likely the case. 
In April, Shandong set out for its first-ever deployment into the western Pacific with frigate 

CNS Liuzhou (573) and fleet oiler CNS Chaganhu (905), and subsequently was joined by other PLAN ships as 
it operated in the Philippine Sea. It is likely several, if not all, of the PLAN ships that transited the 
Miyako Strait on Monday, will link up with the carrier. 
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On Monday, Japan's Ministry of Defense issued a release stating three PLAN destroyers and two PLAN 
frigates were sighted sailing southeast in an area 87 miles northwest of Miyako Island: destroyers 

CNS Baotou (133), CNS Shaoxing (134) and CNS Ningbo (139) and frigates CNS Honghe (523) and 

CNS Yixing (537). Three PLAN destroyers were also sighted sailing south in an area 143 miles northeast of 
Taisho Island: CNS Fuzhou (137), CNS Zhengzhou (151) and CNS Xiamen (154). 


The two PLAN surface action groups then sailed through the Miyako Strait between Okinawa and Miyako 
Island to enter the Philippine Sea. Japan Maritime Self-Defense Force (JMSDF) frigate JS Noshiro (FFM-3), 
fleet oiler JS Towada (AOE-422), minesweeper JS Kuroshima (MSC-692) and a JMSDF P-3C Orion Maritime 
Patrol Aircraft (MPA) shadowed the PLAN ships, the Ministry of Defense said. 


And on the following August: 


On August 31, the Super Garuda Shield drills began in Indonesia, involving military forces from 

seven nations that included the United States and Australia. In addition, US and Canadian warships joined the Japane 
se aircraft carrier JS Izumo for the Noble Stingray exercises in the 

East China Sea. 


Controversial conclusion: 


"By hyping up the Taiwan question on various occasions, the US has been creating tensions, 
provoking confrontation, and seeking to turn the Taiwan question into an international issue," 
Mao said. "This is highly dangerous. The most effective way to safeguard peace and stability 
across the Taiwan Strait is to adhere to the one-China principle and unequivocally oppose 
"Taiwan independence." 


These statements are highly likely for why the recent GARUDA SHIELD is the largest ever conducted. 


e Historic Indo-China joint military exercise 


"Clearly Indonesia wishes to engage in external balancing in the South China Sea, 


while using this as a platform to project its stature and influence in terms of 


multilateral defense diplomacy," Koh said. 


he Indonesian source noted that Indonesia and China once held joint military 
exercises called "Sharp Knife," but the last iteration of those was in 2014. 


Now, the source said, in terms of military cooperation Indonesia is clearly closer to the 
US than China. 


e Other claims 


TAIWAN GOVERNMENT PREDICTIVE CLAIM: 


Source: theguardian.com 


China could mount full-scale invasion 
by 2025, Taiwan defence minister says 


Comments come as Biden and Xi agree to stick to Taiwan 
agreements amid rising tension in Indo-Pacific 


- 


China will be ready to mount a full-scale invasion of Taiwan by 2025, the island's defence 
minister has said, describing current tensions as the worst in 40 years. 

Speaking to the China Times on Wednesday, Chiu Kuo-cheng said China was capable now but would be 
completely prepared to launch an invasion in three years. 

"By 2025 China will bring the cost and attrition to its lowest. It has the capacity now, but it 
will not start a war easily, having to take many other things into consideration," he said. 


Beijing claims Taiwan as a province of China and has vowed to retake it, by force if necessary, 
and accuses its democratically elected government of being separatists. Taiwan's government says 


it is a sovereign nation with no need to declare independence. On Tuesday, Taiwan's president, 
Tsai Ing-wen, wrote that Taiwan would not be "adventurists" but would do "whatever it takes" to 
defend itself 


INDONESIA NICKEL RESERVE: 


Source: nsenergybusiness.com 


Top six countries with the largest nickel reserves in the world 
• 1. Indonesia - 21 million tonnes Indonesia is home to 22% of the world's known nickel reserves, with 21 million tonnes. ... 
e 2. Australia — 20 million tonnes ... 
e 3.Brazil – 16 million tonnes ... 
e 4. Russia - 6.9 million tonnes ... 
e 5. Сира - 5.5 million tonnes ... 
e 6.Philippines — 4.8 million tonnes .. 


EVALUATION 


Important and Urgent (Do First): 


Analyze the responses from various sources, including public opinion and official statements, to 
understand the immediate implications of the joint military exercise. 


Assess China's reactions and concerns to gauge the potential escalation of tensions in the region. 


Consider the geopolitical and economic implications for ASEAN countries in case of a conflict between the 
U.S. and China over Taiwan. 


Important but Not Urgent (Schedule): 


Research historical precedents and patterns in U.S. military actions in response to perceived threats in 


E 


the Asia-Pacific region. 


Evaluate the long-term strategic objectives of the U.S. in the Indo-Pacific region and its relationships 
with ASEAN countries. 


Assess the potential impact of the joint military exercise on regional security dynamics and alliances. 


Not Important but Urgent (Delegate): 


Delegate routine tasks such as data collection or administrative work related to compiling information 
from various sources. 


Assign specific team members to monitor developments and updates regarding the joint military exercise 
and its aftermath. 


Not Important and Not Urgent (Eliminate): 


€ 


Eliminate irrelevant or redundant information that does not contribute to the overall analysis of the 
U.S.'s true intentions behind the military exercise. 


Avoid distractions or tangential topics that do not directly impact the evaluation or decision-making 
process. 


Important and Urgent, but Only You Can Do It (Do First): 


Take immediate action to identify potential diplomatic or military ramifications of the joint military 
exercise on regional stability and security. 


Communicate key findings and insights to relevant stakeholders, including policymakers, military leaders, 
and diplomatic representatives. 


ANALYSIS 


-U.S. Building and reinforcing relationships with ASEAN countries. 


-Potentially preparing for future maritime business and economic approaches in the region. 


-U.S. Learning guerilla warfare and familiarizing with the field of combat. 


-Addressing concerns about China's growing aggression, particularly in light of its manoeuvres around 


Taiwan. 


-China feels unease with the joint exercise 


-ASEAN Rich with natural resources such as Nickel in Indonesia 


-History: U.S. towards Iraq on oil, U.S. towards Indonesia on,Freeport mine. 


A multifaceted approach by the U.S. in its engagement with ASEAN countries, driven by various strategic 
objectives. Firstly, the joint military exercise serves as a means to build and reinforce relationships 
with ASEAN nations, potentially fostering stronger diplomatic ties and regional security cooperation. 
Simultaneously, the U.S. appears to be preparing for future maritime business ventures and economic 
engagements in the region, leveraging its military presence to secure strategic interests. Furthermore, 
the exercise provides an opportunity for the U.S. to learn guerilla warfare and familiarize itself with 
the field of combat, indicating a readiness to address security challenges beyond traditional warfare. 
This initiative is particularly significant in light of China's growing aggression, evidenced by its 
manoeuvres around Taiwan, which raises concerns among ASEAN nations and prompts unease from China. 
Additionally, the ASEAN region's abundance of natural resources, such as nickel in Indonesia, presents 
lucrative economic prospects for the U.S. Lastly, historical precedents, such as the U.S.'s actions 
towards Iraq for oil and its involvement with Indonesia's Freeport mine, underscore the complex interplay 
of economic interests and strategic objectives shaping U.S. engagement in the region. Overall, these 
points highlight the nuanced geopolitical dynamics driving U.S. involvement in ASEAN and its broader 
Indo-Pacific strategy. 
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INTEGRATION 


INTERPRETATION 


Public Opinion: 


The public opinion regarding the joint military exercise varies: 
Some perceive it positively, seeing it as a reassuring response to threats to sovereignty. 


Others view it as necessary preparation for potential conflicts with China. 


However, there are also critical voices questioning the intentions behind the exercise and its potential 
implications for escalating tensions. 


China's Response and Concerns: 


China perceives the joint military exercises as a threat and accuses the U.S. of attempting to create an 
Indo-Pacific alliance to counter China's influence. 


China considers Taiwan as part of its territory and opposes any interference or support for Taiwan's 
independence. 


Possible Outcomes for ASEAN Countries: 


With China's intent to invade Taiwan and the possibility of U.S. intervention, ASEAN countries may face 
significant implications. 


There's a risk of being dragged into a conflict between major powers, which could have severe economic, 
political, and security consequences for the region. 


Economic state: 


ASEAN boasts a significant economy with steady growth and extensive trade networks. 


The U.S. might be interested in engaging with ASEAN countries economically, particularly in maritime 
businesses, given the region's strategic importance and economic potential. 


With the rise of production, usage and regulating electrical vehicle worldwide, Indonesia who is a part 
of ASEAN could be a country of interest with its mass amount of Nickel natural resources. 


Historical Context and Lessons Learned: 


Historical examples, such as the Iraq War, highlight the complex interplay between geopolitics, military 
interventions, and economic interests. 


Lessons from past conflicts underscore the importance of truthfulness, accountability, and cautious 
decision-making in international affairs. 


Potential Conflict and Military Preparedness: 


There's speculation about the potential for conflict, with observations of military activities and 
tensions in the region. 


The joint military exercise could be seen as a proactive measure to enhance readiness and strategic 
positioning in anticipation of potential escalations. 


(A Likely conflict breakout scenario) - Drawn by WhisperWave 
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-Its likely that the U.S will be sending a couple of their main fleet through the pacific ocean from 
Naval bases: NS Pearl Harbor and Naval Base San Diego. Travelling approximately 6,400 nautical miles from 
San diego, and 4,150 nautical miles from Hawaii 


-Its also likely that Australia will send its fleet from HMAS Coonawarra in Darwin travelling approximately 
1,120 nautical miles to Indonesia 


-In the early stages after the invasion of Taiwan, ASEAN is unlikely to join the conflict until China's fleet 
and attacks spread throughout the Indo-Pacific. 


-It's highly likely that this conflict will involve naval warfare to about 60%. 
(A Likely conflict breakout scenari - PHASES) - Drawn by WhisperWave 
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-phase 2 will likely occur if there is a high involvement of several countries, especially western 
countries and its allies in phase 1 


-predictively stating, the motivation and courage China unintentionally influences to Russia on invading 
its neighbouring country, Taiwan, and breaking out a serious conflict could significantly advance 
Russia's attacks into a more deliberate chaos - picking up from the invasion of Ukraine and carrying onto 


other countries in east Europe and possibly Europe itself. Additionally with the U.S' lack of attention 
towards European region while being involved in the Indo-Pacific, considering that it was mostly the U.S 
that aided Ukraine in its time of conflict. 


(DISSEMINATION) 


From a joint military exercise to a full-scale global warfare and potentially a motive for a future 
economical approach? 


After China's manoeuvre against Taiwan in 2023, On the following August, the Super Garuda Shield drills began i 
n Indonesia, involving military forces from seven nations that included the United States and Australia. 


Public opinion on the joint military exercise varies widely, with some viewing it positively as a 
response to threats, while others express scepticism about its intentions. China perceives th xercises 
as a threat to its sovereignty, particularly regarding Taiwan. ASEAN countries face potential 
implications, both economically and in terms of security, due to their proximity to the conflict. 
Economically, ASEAN's growth and trade networks make it an attractive region for engagement, especially 
in maritime industries. Historical contexts, such as the Iraq War, highlight the complexities of 
international relations and the importance of transparency, allegedly speaking about the U.S. motives on 
the Iraqi invasion, claiming that Iraq had a weapon of mass destruction (WMD), creating a false reason to 
invade for their Oil reserve. Now considering ASEAN's wealth on natural resources such as Nickel in 
Indonesia. Observations of military activities suggest a need for preparedness, with the exercises 
Serving as a proactive measure in anticipation of potential escalations, and will highly likely be the 
U.S' chance to advance its political and diplomatic involvement with ASEAN. 


The potential scenario outlined suggests a complex and widespread conflict involving various naval forces 
and stages. The movement of fleets from key naval bases like NS Pearl Harbor and HMAS Coonawarra 
underscores the strategic importance of the Indo-Pacific region. Initially, ASEAN countries may remain on 
the sidelines, but the conflict's escalation could draw them in. The emphasis on naval warfare highlights 
the maritime nature of the conflict, with significant implications for regional stability. The prediction 
of further escalation involving Russia underscores the interconnectedness of global geopolitics and the 

potential for conflicts to spread across regions - highly likely drawing NATO in. Overall, the analysis 


X 


highlights the intricate dynamics and potential consequences of a conflict scenario in the Indo-Pacific. 
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Summary 


Development in Iraq's oil and natural gas sector is proceeding, in spite of continuing delays in agreeing to hydrocarbon sector and revenue sharing legislation 
to define new terms for the management of the country’s significant oil and natural gas resources. Both the Bush Administration and the 110" Congress 


considered the passage of oil and gas sector framework and revenue sharing legislation as important benchmarks that would indicate the Iraqi government's 
commitment to promoting political reconciliation and providing a solid foundation for long-term economic development in Iraq. Obama Administration 
officials and some Members of the 111 Congress have expressed similar views. In the absence of new Iraqi legislation, interim revenue sharing mechanisms 
have been implemented, while both the national government and the Kurdistan Regional Government have signed oil and natural gas contracts with foreign 
firms. 


The central importance of oil and gas revenue for the Iraqi economy is widely recognized by Iraqis, and most groups accept the need to create new 
legal and policy guidelines for the development of the country’s oil and natural gas resources. However, Iraq's Council of 

Representatives (parliament) has not taken action to consider proposed legislation to date because of ongoing political disputes. In September 2009, U.S. 
Ambassador to Iraq Christopher Hill predicted that proposed legislation would not be considered prior to national elections planned for early 2010. The 
chairman of the Iraqi parliament's oil and gas committee also recently expressed doubt that the legislation will be considered by the current parliament. 


Iraqi critics and supporters of various proposed solutions differ strongly on a number of key issues, including the proper role and powers of federal and 
regional authorities in regulating oil and gas development; the terms and extent of potential foreign participation in the oil and gas sectors; and proposed 
formulas and mechanisms for equitably sharing oil and gas revenue. Concurrent, related discussions about the administrative status of the city of Kirkuk 
and proposed amendments to articles of Iraq's constitution that outline federal and regional oil and gas rights also are highly contentious. In October 
2009, the Council of Ministers prepared its proposed 2010 budget, which includes a deficit of more than $15 billion for the second straight year because 
of lower global oil prices and stagnant production and export levels in Iraq. Iraq is seeking a loan from the IMF to cover a portion of the expected 2010 
deficit, as U.S. officials continue to warn that reduced Iraqi revenues and spending jeopardize investments needed to stabilize the country. 


The military strategy employed by U.S. forces in Iraq has sought to create a secure environment in which Iraqis can resolve core political differences as a 
means of ensuring national stability and security. However, it remains to be seen whether proposed oil and gas legislation and ongoing interim efforts to 
development Iraq’s energy resources will promote reconciliation or contribute to deeper political tension. U.S. policymakers and Members of Congress 
thus face difficult choices with regard to engaging Iraqis on various policy proposals, related constitutional reforms, and oil and natural gas development 
contracts, while encouraging Iraqi counterparts to ensure that the content of proposed laws, amendments, and contracts reflects acceptable political 
compromises. This report reviews policy proposals and interim contracts, analyzes the positions of various Iraqi political actors, and discusses potential 
implications for U.S. foreign policy goals in Iraq. See also CRS Report RL31339, /raq: Post-Saddam Governance and Security, by Kenneth Katzman. 
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Background 


Oil exploration and production in Iraq began in the 1920s under the terms of a wide-ranging 
concession granted to a consortium of international oil companies known as the Turkish 
Petroleum Company and later as the Iraq Petroleum Company. The nationalization of Iraq's oil 
resources and production was complete by 1975. From 1975 to 2003, Iraq's oil production and 
export operations were entirely state operated. However, from the early 1980s until the toppling 
of Saddam Hussein's government in 2003, the country's hydrocarbon infrastructure suffered 
from the negative effects of war, international sanctions, a lack of investment and technology, 
and, in some cases, mismanagement. 


According to the Oil and Gas Journal, Iraq has 115 billion barrels of proven oil reserves, the world's 
third-largest. Other estimates of Iraq's potential oil reserves vary, and the U.S. 

Department of Energy's Energy Information Administration notes that current estimates "have 
not been revised since 2001 and are largely based on 2-D seismic data from nearly three decades 
ago.” In April 2007, oil industry consultants IHS estimated that Iraq's proven and probable 
reserves equal 116 billion barrels, with a potential additional 100 billion barrels in largely 
unexplored western areas. The U.S. Geological Survey's median estimate for additional oil 
reserves in Iraq is approximately 45 billion barrels. In August 2004, Iraq's then-Oil Minister 
Thamer al Ghadban stated that Iraq had "unconfirmed or potential reserves" of 214 billion 
barrels. lraq’s current proven reserves are concentrated largely (6596 or more) in southern Iraq, 
particularly in the southernmost governorate of Al Basrah. Large proven oil resources also are 
located in the northern governorate of Al Tamim near the disputed city of Kirkuk. (For a map of 
Iraq's oil resources, see Figure 1, below.) 


At present, crude oil is the source of over 90% of Iraq's domestic energy consumption and oil 
exports generate over 9096 of Iraq's government revenue. Declines in global oil prices from their 
2008 high and reduced oil production led Iraqi leaders to amend their 2009 and 2010 revenue 
and budget assumptions from projected surpluses to projected consecutive $15 billion deficits. 
Official U.S. assessments stress that continued fluctuations in oil prices and production could 
jeopardize Iraq's fiscal stability and the sustainability of its reconstruction and development 
plans, with uncertain follow-on effects on stability. Current Iraqi plans call for the expansion of 
oil production to the level of 4 million barrels per day (mbd) by 2013 and then upward to six 
mbd by 2017. In support of those goals, Iraqi officials have opened an international bidding 
process for service contracts and renegotiated a series of Saddam-era oil production 
agreements, including the transformation of a production sharing agreement into a service 
contract for Ahdab oil field with China National Petroleum Corporation (CNPC). 


Table 1. Key Oil Indicators 


Ой Production Cil Cil Cil Cil Oil Revenue 
(current weekly Production Oil Exports Exports Revenue Revenue (2009, to 
avg.) (pre-2003) (current) (pre-2003) (2007) (2008) date ) 


2.50 million barrels per 
day (mbd) 2.50 mbd 1.96 mbd 2.20 mbd $41 billion $61.9 billion $28.5 billion 


Source: U.S. Department of State "Iraq Weekly Status Report," October 28, 2009. 


Note: Oil export revenue is net of a 5% deduction for reparations to the victims of the 1990 Iraqi invasion and 
occupation of Kuwait, as provided for in U.N. Security Council Resolution 1483. 


Figure |. Location of lraq's Oil Reserves and Infrastructure 
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Source: Adapted from U.S. Energy Information Administration (EIA), Energy Situation Analysis Report, June 26, 2003. 
See also EIA, Country Analysis Brief: Iraq, June 2009, available at: http://www.eia.doe.gov/cabs/Iraq/Background.html. 


Recent Developments 


On June 30, 2009, Iraq opened a long-awaited first bidding round for 20-year service contracts on 
six of its largest oil fields and two large, undeveloped natural gas fields. Iraq pre-qualified 41 
international companies to participate in the bidding process. In the run-up to the bidding round, 
political scrutiny of Iraqi Oil Minister Hussein Al Shahristani intensified as members of Iraq's 
Council of Representatives (Parliament) voiced strong concerns about the terms of the contracts 
on offer and about Shahristani's management of the oil sector to date. Calls for a vote of no 
confidence in Shahristani were rebuffed, although the Oil and Gas Committee in parliament has 
moved forward with plans to question the minister, with. a session scheduled for mid-November. 


The first bidding round reflected international interest in and apprehension about the terms of 
potential investment in Iraq and prevailing political and security conditions. At the close of the 
bidding round on June 30, only one field bid had been accepted by Iraq’s Oil Ministry—the joint 
bid by U.K. oil giant BP plc and China National Petroleum Corporation (CNPC) was chosen for the 
service contract for Rumaila, Iraq's largest oil field. Iraq's cabinet subsequently approved the 
proposed terms of the Rumaila bid and parliamentary leaders stated their desire to review any 
related contract before its signature. Bids for the other five oil fields on offer in the first round 
demonstrated wide differences in negotiating positions between international oil companies and 
Iraqi officials. Iraq sought per barrel service payments at far lower dollar-per-barrel levels than 
nearly all bidders were prepared to accept, in some cases bids exceeded lraq's offered terms by 
ratios of up to ten to one. Subsequent negotiations between Iraqis and international oil 
companies reportedly have demonstrated some flexibility on both sides, as Iraqis relaxed some 
production expectations and companies agreed to lower per barrel terms. A consortium bid led by 
Italy's ENI reportedly was initialed on November 2, 2009, and will now be sent for review by the 
Iraqi cabinet. The bid, which includes U.S. oil company Occidental Petroleum, was amended to 
accept Iraq's original offer of a $2 per barrel remuneration fee, subject to taxation. 


Iraqi officials, for both political and economic reasons, are seeking to maximize both the overall 
amount of production in order to meet planned expansion targets and increase the revenue that 
will accrue to the federal government to meet the country's considerable investment needs. 
Iraq's Federation of Oil Unions and its Southern Oil Company have publicly opposed the bidding 
process, and government officials appear to be seeking to address popular nationalist concerns 
about the participation of foreign firms in Iraq's energy sector. International investors are seeking 
contract terms that will balance the attractiveness of Iraq's relatively easy-to-produce, plentiful 
oil with persistent uncertainties surrounding the country's legal and tax regime and security 
conditions. These differences were also apparent during previous service contract negotiations 
over potential contract terms during 2008 and early 2009. The date for a planned second round 
of bidding is tentatively set for mid-December 2009, but may be delayed until early 2010. 


The first bidding round took place in an atmosphere marked by several unresolved policy 
questions. Draft hydrocarbon legislation remains stalled in Iraq's Council of Representatives, 
without a pending resolution in sight. In September 2009, U.S. Ambassador to Iraq Christopher Hill 
predicted in testimony before the House Foreign Affairs Committee that proposed energy sector 
legislation would not be considered prior to national elections planned for early 2010.! The 
chairman of the Iraqi parliament's oil and gas committee also has recently expressed doubt that 
the legislation will be considered by the current parliament.? Iraqi critics and supporters of 
legislation proposed to date have differed strongly on a number of key issues, including the proper 
role and powers of federal and regional authorities in regulating oil and gas development; the 
terms and extent of potential foreign participation in the oil and gas sectors; and proposed 
formulas and mechanisms for equitably sharing oil and gas revenue. Concurrent, related disputes 
about the administrative status of the city of Kirkuk and proposed amendments to articles of Iraq's 
constitution that outline federal and regional oil and gas rights also remain highly contentious. 


Disagreements between officials in the national government and the Kurdistan Regional 
Government (KRG) continue to flare concerning the legality and terms of each government's oil 
contracts with international investors (see "Interim Arrangements and Contracts" below). 
Although the national government has agreed to the export of some oil produced under KRG 
contracts with foreign firms, Baghdad maintains that the KRG is responsible for paying its foreign 
partners and that KRG contracts signed after February 2007 are considered "illegal" until 
reviewed and approved by the national Oil Ministry. KRG officials in turn argue that the Baghdad 
government is responsible for paying the foreign partners because the exports utilize national 
pipeline infrastructure and the oil ultimately belongs to the Iraqi people. In October 2009, KRG 
officials indicated that oil production for export in KRG territory would be halted until a 
resolution of the payment dispute is reached. KRG officials have criticized the national 
government's service contract bidding process as suboptimal from an economic point of view 
and have opened controversial negotiations for the potential future export of natural gas via the 
Nabucco pipeline. 


Small-scale U.S. government efforts continue to encourage development of legal and regulatory 
frameworks for the oil sector and to offer assistance to improve Iraqi budget execution. However, 
major U.S. programs to assist in the rehabilitation and security of Iraqi oil infrastructure are 
reaching completion. According to the most recent report of the Special Inspector General for 
Iraq Reconstruction (SIGIR, issued October 30, 2009), “as of September 30, 2009, the United 
States had allocated $2.06 billion, obligated $1.92 billion, and expended $1.91 billion to 
rehabilitate the oil and gas sector in Iraq."? The SIGIR has reported that Iraq's operational funds 
for its Oil Ministry have increased over 800% in 2009 to $950 million, while investment funds 
have remained roughly static at $2.2 billion. Both the SIGIR and the U.S. Department of Defense 
report that the security of Iraq's oil infrastructure has improved markedly since 2007 because of 


! Testimony of U.S. Ambassador to Iraq Christopher Hill before the House Foreign Affairs Committee, September 10, 2009. 
? Ben Lando, “Oil laws not likely before January election” Iraq Oil Report, September 15, 2009. 

5 Special Inspector General for Iraq Reconstruction (SIGIR), Quarterly Report to the United States Congress, October 
2009. 


the introduction of an infrastructure protection system that includes several Pipeline Exclusion 
Zones (PEZs), many of which are in their final stages of construction. 


Key Issues 


Draft Hydrocarbon Legislation 

A package of proposed hydrocarbon sector and revenue sharing legislation proposed in 2007 
remains stalled amid ongoing disputes among Iraqis about broader political questions. The 
legislation would define the terms for the management and development of the country's 
significant oil and natural gas resources and was viewed by the Bush Administration and the 110° 
Congress as an important benchmark that would indicate the current Iraqi government's 
commitment to promoting political reconciliation and providing a sound basis for economic 
development in Iraq. Obama Administration officials and some Members of the 111 Congress 
have expressed similar views. 


Compromises reached in early 2007 allowed the legislative package to move forward toward 
formal consideration by Iraq's parliament, but continuing disagreements about the relative 
powers of regional and national government authorities have precluded further progress in 
adopting the new laws. The legislative package preliminarily agreed to in 2007 included a draft 
hydrocarbon framework law that outlined a regulatory and policy development framework for 
future oil and gas exploration and production in Iraq. Three companion laws completed the 
package by establishing terms and mechanisms for revenue sharing, creating the Iraq National Oil 
Company, and reorganizing Iraq's Ministry of Oil. At present, it remains unclear whether Iraqi 
officials intend to consider the proposed legislation in its current form or whether they will 
renegotiate key elements of their original compromise. As noted above, some U.S. officials and 
Iraqi politicians have expressed doubt that the Council of Representatives will consider the 
legislation prior to planned national elections in early 2010. For more detailed analysis of the 
legislation proposed in 2007, see the Appendix. 


The main points of contention among Iraqi politicians and citizen groups with regard to energy 
policy include the proper roles and authorities of federal and regional bodies, the terms and 
extent of potential foreign participation in oil and gas production and development, and potential 
formulas and mechanisms for equitably sharing oil and gas revenue. In addition, some Iraqi labor 
groups and elected officials have challenged the transparency and inclusiveness of legislative 
drafting and contract negotiation processes thus far. Some blocs within Iraq's Council of 
Representatives have opposed and/or attempted to significantly amend elements of proposed 
legislation and contracts to reflect their priorities (see “Players and Positions" below). Concurrent 
negotiations regarding constitutional amendments have had direct implications for the 
hydrocarbon legislation debate, particularly efforts to clarify the specific authorities granted to 
federal and regional governments to regulate oil and gas development and export activities under 
Articles 111 and 112 of the Iraqi constitution. 


Overall, Iraqi, U.S., and other international observers have expressed concern that the violence 
and political tension that have prevailed in Iraq in recent years have not been conducive to 
careful consideration of detailed hydrocarbon sector legislation or new national oil and natural 
gas contracts. In 2008, the Chairman of the Council of Representative's Oil and Gas Committee 
reportedly decided that the committee will not proceed with a first reading of draft hydrocarbon 
legislation until the federal government and the KRG reach a political agreement on the 
management of the sector.^ The June 2009 U.S. Defense Department report on security and 
stability in Iraq states that "fundamental differences remain over federal and regional authorities 
in contracting and management of the oil and gas sector"? As the campaign season for Iraq's 
2010 national elections unfolds, candidates' positions on oil and natural gas related policy 
questions are likely to receive considerable scrutiny from voters, and candidates may be inclined 
to defend uncompromising positions to garner popular support. 


Interim Arrangements and Contracts 

In the absence of new oil legislation and regulation, both the Ministry of Oil and the KRG have 
moved forward with hydrocarbon sector investment and development processes. In turn, new 
national government and KRG contracts have contributed to the persistence of an atmosphere of 
political controversy surrounding the hydrocarbon sector, as each side has questioned the validity 
and wisdom of the other's agreements with investors. In spite of these conditions, several 
international companies have chosen to pursue investment opportunities in Iraq in an uncertain 
legal and political environment. 


Kurdistan Regional Government (KRG) Contracts 

In late 2007, the KRG finalized its own regional oil and gas investment law and signed new 
production sharing agreements with several international companies, including U.S.-based Hunt 
Oil. The KRG opposes proposals to require federal approval of its existing or future contracts, but 
notes that it is committed to revenue sharing as defined in the constitution and draft revenue 
sharing law. In September 2007, a State Department spokesman stated the Bush Administration's 
view that the KRG deals "elevate tensions between the Kurdish regional government and the 
Government of Iraq,” and were not “particularly helpful" to the extent that they were hindering 
consideration of a national oil law.” 


Many Iraqi government officials have reacted negatively to the impasse between the national 
government and the KRG and have condemned the KRG's contracting activities. In November 
2007, Oil Minister Al Shahristani warned international oil companies that the national 
government would not allow the export of oil produced under KRG contracts, and the export ban 


^ U.S. Department of Defense, Measuring Stability and Security in Iraq - June 2008, Report to Congress in accordance 
with the Department of Defense Appropriations Act 2007 (Section 9010, P.L. 109-289), р. 3. 5 U.S. Department of 
Defense, Measuring Stability and Security in Iraq — June 2009, p. 4. 6 Bloomberg News, “Dallas Oil Company Approved 
to Drill in Kurdistan," September 10, 2007. The KRG law is available at http://www.krg.org/uploads/documents/ 
Kurdistan%200i11%20and%20Gas%20Law%20English_ 2007 09 06 h14m0s42.pdf. 

5 U.S. Department of State Daily Press Briefing, Tom Casey, Deputy Spokesman, Washington, DC, September 28, 
2007. 


persisted until June 2009.5 The Ministry of Oil has since refined its position slightly to emphasize 
its firm opposition to contracts signed by the KRG after February 2007, when the initial 
compromise on hydrocarbon legislation was reached between the KRG and Baghdad. According 
to Shahristani, contracts signed before February 2007 with firms currently producing oil for 
domestic consumption would be considered valid after review and potential amendments. In 
May 2008, the Oil Ministry agreed to allow the KRG to export a limited quantity of oil using the 
national oil pipeline infrastructure from two fields, Tawke and Taq-Taq, for which KRG contracts 
were signed prior to February 2007. Under the terms of the recent agreement, the revenue 
from the sales accrues to the national government, but a dispute has emerged over the 
compensation of the foreign partners in the production operations: Baghdad is insisting that 
compensation is the KRG's responsibility. The KRG announced in October 2009 that it intends to 
block further production from the fields for export purposes until the compensation dispute is 
resolved." 


KRG officials have long accused Minister Shahristani of mismanaging the Oil Ministry and have 
consistently stated their opinion that the KRG contracts are constitutional, legal, and "in the best 
interests of Iraq."? In January 2008, at least 120 members of the Council of Representatives from a 
wide range of political parties endorsed a joint statement underscoring their opposition to the 
KRG contracts.? The cross-sectarian and cross-party opposition appears to be motivated by 
concerns about the production sharing model used in the KRG contracts and the precedent set by 
KRG demands for regional autonomy in oil and revenue decision-making. 


Ministry of Oil Contracts 

In an effort to improve the output of Iraq's currently producing oil fields, the Ministry of Oil 
opened negotiations with major international oil companies on two-year technical service 
contracts (TSCs), but decided in September 2008 to drop further negotiations. Potential partners 
reportedly included Royal Dutch Shell, Chevron, BHP Billiton, Anadarko, ExxonMobil, BP and Total 
SA. Under the terms of the TSCs, international firms would have provided technology, equipment 
and services to increase the total output of currently producing Iraqi oil fields by 500,000 barrels 
per дау.: The technical contracts reportedly were to be based on studies that international oil 
companies completed for the Iraqi government under the terms of existing memoranda of 
understanding.” 


Instead, Minister Al Shahristani has proceeded with licensing rounds for long-term service 
contracts in a number of oil fields. In January 2008, the Ministry launched a pre-qualification 
review process for potential international investors. Oil companies interested in bidding on oil 


6 Platts Commodity News, “Iraq’s Shahristani Says Hydrocarbon Law not Expected Soon," November 15, 2007. 

7 KRG Oil Minister Ashti Hamrawi reportedly stated that ће KRG and the companies operating the fields, “have 
jointly agreed that no free oil will be pumped for export, and payments have to be made. We will only resume exports 
with guaranteed payments." Nassir Shirkhani, “КЕС stops oil exports," Upstream, October 16, 2009. 

5 Ben Lando and Alaa Majeed, “Load ‘em up: fields in Iraqi Kurdistan begin,” Iraq Oil Report, June 1, 2009. 

? Ned Parker, “Iraqi Political Factions Jointly Pressure Kurds,” Los Angeles Times, January 14, 2008; and, UPI, “Iraq 
Factions Join Against Kurd Oil Deals," January 15, 2008. 

10 Mariam Karouny, “Oil firms line up for contracts in Iraq,” Reuters, March 1, 2008. 

13 Vahe Petrossian, “Iraq Opens Door to Foreign Input," Upstream, March 28, 2008. 


extraction and service licenses issued by Iraq's national government were required to submit a 


pre-qualification form to the ministry's Directorate of Petroleum Contracts and Licensing by 
February 18, 2008.!! In March 2008, Minister А! Shahristani reported that approximately 150 


companies had made submissions, and, by June 2008, 35 companies had been pre-qualified to bid 


for long-term service contracts. 


The first bid round opened on June 30, 
2009, and covered Iraq’s main oil fields at 
Rumaila, Kirkuk, Zubair, West Qurna (Stage 
I), Bai Hassan, and Maysan, along with 


natural gas fields at Akkaz and Mansouriyah. 


According to Middle East Economic Digest, 

"although there was strong competition for 
phase one of the West Qurna field and the 

southern Zubair oil field, there was just one 
bid each for the Bai Hassan, Missan, Kirkuk 

and Akkas fields.“ 2 


As noted above (see "Recent 
Developments"), only one bid originally was 
accepted by Iraqi authorities—a joint bid by 
BP plc and China National Petroleum 
Corporation (CNPC) for the Rumaila service 
contract. Cabinet approval is being sought 
for long-term contracts in the absence of a 
hydrocarbon framework law, and the 
cabinet reportedly approved the Rumaila 
bid in July 2009, paving the way for contract 
negotiations. The Federation of Oil Unions 
of Iraq and the Federation of Workers 
Councils and Unions in Iraq are protesting 
the bidding process in general and the 
Rumaila proposal in particular. 


A second bidding round is scheduled for 
midFigure 2. Iraq's Oil Fields and 
Bidding 

Plans 
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December 2009 or early 2010 to include eleven discovered but currently non-producing fields, 
including the major fields at Halfaya, Majnoon, East Baghdad, and West Qurna (Stage II). Interest 
reportedly remains high in the proposed bidding round, although industry executives are 
watching intently for signals from Baghdad about its plans to negotiate service contracts for the 
remaining fields from the first round, perhaps by including them in a rescheduled second round 
for an earlier date. The misalignment of Iraq's proposed compensation fees and the bids offered 
by international oil companies in the first round suggested a need for serious consultation 
among Iraqi officials and between them and their prospective partners. Subsequent reported 
agreements with consortia for the Rumaila and Zubair fields indicated that some parties on both 
sides are willing to be flexible in the interest of reaching agreements. 


Prospects for Revenue Sharing and Current Arrangements 

Outside observers and Iraqi experts have emphasized the importance of proper oil revenue 
management and equitable oil revenue sharing as requirements for economic development and 
political reconciliation in Iraq. The Iraq Study Group recommended that oil revenue accrue to the 
central government and not to regions (Recommendation 28). This principle appears to have 
been included in the draft hydrocarbon framework and draft revenue sharing legislation, which 
would create central accounts for oil and gas revenues. Under the drafts, revenue sharing would 
reflect a population-based system for revenue allocation, with automatic monthly distributions 
to regional and governorate authorities. Potential obstacles to revenue sharing on those terms 
include the lack of recent, reliable national census data and uncertainty over the terms of 
communal representation on hydrocarbon policy decision making and implementation bodies. 


Current revenue sharing arrangements are outlined in Articles 17 through 20 of Iraq's 2009 
Budget Law.? The budget prioritizes so-called "sovereign expenditures" for the Council of 
Representatives, the administration of the national Cabinet, the Ministry of Foreign Affairs, the 
Ministry of Defense, oil export production, and other national government functions. After these 
expenditures are provided for, 1796 of the remaining budget is allocated to the Kurdistan 
Regional Government, and the rest is allocated for use by national ministries in other 
governorates on the basis of population percentages and specific needs. The law calls for the 
auditing of KRG government revenue to determine any funds that should be transferred to the 
national treasury and provides for the potential withholding of proportionate amounts of 
national budgetary funds from transfer to the KRG in the event of non-payment by the KRG of 
revenues due to the national government. Article 20 of the law states that the percentages of 
the budget allocated to the KRG and the governorates were to be "reconsidered" based on the 
results of a nationwide census to be held no later than December 31, 2009. As of November 2, 
2009, no schedule for a nationwide census had been announced. 


Iraqi Perspectives 


13 English translation of law provided to CRS Analyst by U.S. Department of State, September 2009. 
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Core Issues 


Iraq's Constitution: Federal and Regional Authority 

According to Revenue Watch“ Middle East director Yahia Said, “the most contentious issue in 
the legal framework is the division of authority between the federal center and the regions." The 
concept of federalism has been incorporated into Iraq's constitution and law, and lraqi attitudes 
toward the oil sector and proposed oil legislation often correspond with regional differences of 
opinion about the proper role and power of the federal government and regional and 
governorate authorities to make oil policy and revenue decisions. However, the constitution's 
ambiguity about the roles and powers of federal, regional, and governorate authorities has 
contributed significantly to the ongoing impasse over these issues.” Articles 111 and 112 of the 
Iraqi constitution state that Iraq's natural resources are the property of "all the people of Iraq in 
all regions and governorates,” and that "the federal government, with the producing 
governorates and regional governments, shall undertake the management of oil and gas 
extracted from present fields (italics added).” These provisions were included as a means of 
ensuring consensus among Iraqis and the adoption of the constitution. 


Iraq's Constitutional Review Committee (CRC) delivered its long-expected recommendations for 
constitutional amendments in late May 2007, but left many sensitive issues, including the 
distribution of oil revenue, to be decided by "the political leadership in the country, to settle 
them for the interest of the nation and to guarantee rights to all parties.“ Reportedly, Kurdish 
representatives on the committee pressed for regional power to distribute oil revenue, while 
Sunni and Shiite Arab members supported central government control over revenue collection 
and distribution.“ The CRC was expected to release a report with final recommendations on 
these and other sensitive issues by the end of August 2007. In September, the Council of 
Representatives extended the CRC deadline until December 31, 2007. In December 2007, CRC 
Chairman Humam Hamoudi requested and received a further six-month extension. The CRC 
failed to produce a final report by June 30, 2008, and its deadline was been extended once again 
through the end of 2008. 


The March 2009 Measuring Stability and Security in Iraq report to Congress stated that "the 
CRC's final report left all of the major constitutional issues, including revenue distribution, 
federalism, and the status of Kirkuk, entirely unresolved"? According to one analysis of the CRC 
recommendations relating to Articles 111 and 112, draft amendments would strengthen federal 
authority in case of oil and gas related disputes with regions; provide for automatic distribution 


14 Yahia Said, Director, Middle East and North Africa, Revenue Watch Institute, “Iraq Hydrocarbons Legal 
Framework," Statement Submitted to the House Subcommittees on the Middle East and South Asia and International 
Organizations, Human Rights and Oversight, July 19, 2007. 


Further complicating matters are Article 115, which provides regional authorities the power to override federal law in 
the event of conflicts with regional legislation, and Article 110, which grants powers to Iraq's federal government to 
formulate “foreign sovereign economic and trade policy" and regulate “commercial policy across regional and 
governorate boundaries" similar to those granted to the United States Congress by the commerce clause of the U.S. 
Constitution. For one analysis of these issues, see Joseph C. Bell and Cheryl Saunders, “Iraqi Oil Policy— 
Constitutional Issues Regarding Federal and Regional Authority," Memorandum, July 7, 2006. Available at 
http://www.iraqrevenuewatch.org/report/MEMORANDUMConstitutional?o20Interpretation.DOC. 

16 Damien Cave, “Iraqis Are Failing to Meet U.S. Benchmarks," New York Times, June 13, 2007. 

Mariam Karouny, “Iraq Lawmakers Deadlocked over Constitution Reforms,” Reuters, May 22, 2007. 

18 0.5, Department of Defense, Measuring Stability and Security in Iraq - December 2007. 

1? Tina Susman and Asso Ahmed, “Kurds Delay Vote on Fate of Kirkuk as Iraq Goals Slip,” Los Angeles Times, 
December 27, 2007; and U.S. Department of Defense, Measuring Stability and Security in Iraq - March 2008, p. 4. 
20 U.S. Department of Defense, Measuring Stability and Security in Iraq — March 2009, Report to Congress in 
accordance with the Department of Defense Appropriations Act 2007 (Section 9010, P.L. 109-289), p. 3. 


of revenues according to legislated criteria; and clarify that provisions related to revenue and 
certain management responsibilities apply to all fields, not just “new” or currently producing 
fields.?! 


Some observers argue that without a mutually acceptable agreement on federal and regional 
power sharing as reflected in a constitutional amendment, passage of hydrocarbon framework 
and revenue sharing laws may not adequately ensure equitable distribution or contribute to 
political reconciliation or economic growth. To date, Iraqi Kurds, acting through their Kurdistan 
Regional Government (KRG), have demanded the right to sign oil development deals without 
much national government interference. Other sub-national groupings also may contest the right 
of Iraq's central government to control aspects of oil policy, including some inhabitants of the 
oilrich governorate of Al Basrah and members of the minority Sunni Arab community who fear 
that a Shiite Arab and Kurdish dominated national government may not administer hydrocarbon 
revenues fairly. 


Revenue Sharing 

The central role of the oil sector in Iraq's economy, the uneven geographic distribution of Iraq's 
oil resources, and the legacy of communal favoritism practiced under Saddam Hussein have 
created lasting concerns among Iraqis about the future equitable distribution of oil revenues. 
These concerns deepened in the atmosphere of violence and sectarian tension that gripped Iraq 
from mid-2003 though mid-2008. It continues to shape the dispute between the KRG and the 
national government. The principles and mechanisms by and through which Iraq's oil revenues 
are to be collected and distributed remain contested. Most outside observers agree that an 
equitable, mutually accepted revenue distribution formula will be critically important to Iraq's 
future economic health and political stability. Article 112 of Iraq's constitution requires the Iraqi 
government to distribute revenues: 


in a fair manner in proportion to the population distribution in all parts of the country, 
specifying an allotment for a specified period for the damaged regions which were unjustly 
deprived of them by the former regime, and the regions that were damaged afterwards in 
a way that ensures balanced development in different areas of the country, and this shall 
be regulated by a law. 


The principal issues remain formulas for ensuring equitable distribution of revenues to Iraq's 
population and the mechanisms through which revenue will be collected and distributed. 
Debate over distribution formulas reflects efforts to agree on quantitative terms for ensuring 
equitable per capita distribution and providing for "damaged" and "unjustly deprived" regions in 
line with Article 112 of the constitution. Debate on distribution mechanisms focuses on whether 
or not regions or governorates should retain the right to make decisions about revenue from oil 
and gas produced in their territory and whether federal revenue distribution should be 
automatic and fixed or whether the federal government should retain discretion over the 
allocation of funding to regions and governorates. 


?! Joseph C. Bell, Hogan & Hartson LLP, “Iraqi Oil Policy - Proposed Constitutional Amendments Regarding Federal 
and Regional Authority over Oil and Gas,” July 16, 2007. 


Foreign Participation 

The sovereign control of Iraq's oil resources and revenues remains a subject of intense scrutiny, 
debate, and sensitivity in Iraq. Iraq completed the nationalization of its oil resources in 1975, and 
oil exploration, production, and exports were managed subsequently by state-run entities that 
employed thousands of Iraqis. Given the effects of war, sanctions, and mismanagement of the 
country’s oil infrastructure since 1980, many energy experts believe Iraq will need significant 
infusions of investment, technology, and expertise in order to rehabilitate and eventually expand 
its oil production capacity in line with the current government's plans.” Iraq's own oil revenues 
may provide a significant resource base for such investment and for attracting technology and 
expertise. However, some observers have questioned the Iraqi government's capacity to 
effectively direct large amounts of its own resources toward hydrocarbon sector rehabilitation in 
light of its past failures to manage and expend funds set aside in the federal budget for those 
purposes (see “Revenues and Arrangements" below).? 


Until recently, Iraq's unstable security situation has presented a significant barrier to large-scale 
investment by most international entities. Saddam Hussein negotiated several oil investment 
agreements with international oil companies, but few were implemented, and to date, only one 
has been revised and renegotiated —the А! Ahdab contract with China National Petroleum 
Corporation (CNPC).?^ Over the medium to long term, Iraqis face difficult choices about the 
character and needs of their oil and gas industries; preserving full control over all investment 
and technological inputs to the sector may not be compatible with its technical needs. Whereas 
some Iraqis oppose foreign participation on any terms, others support foreign participation in 
the form of technical service contracts, and still others favor production sharing agreements 
(PSAs), which would grant international companies exploration and production rights over 
specific areas for specified periods, subject to the terms of negotiated contracts. Iraq's Ministry 
of Oil is moving forward with technical service contract awards, while the KRG has awarded 
controversial production sharing contracts. 


Players and Positions 

Iraqi attitudes on the future of the country's oil industry are shaped by a number of factors, 
including geography, ethnicity, political ideology, and party affiliation. Sectarian identity politics is 
an important factor, particularly with regard to the concerns of some members of the minority 
Sunni Arab community who fear exclusion from decision-making bodies and inadequate revenue 
sharing. However, viewing ongoing Iraqi debates over oil resources and revenue through a purely 
sectarian lens obscures other important nonsectarian dynamics. Constitutional questions 
relating to federal and regional authority concern all Iraqis, and members of different ethnic and 


?? According to a May 2007 Government Accountability Office (GAO) report, *U.S. officials and industry experts have 
stated that Iraq would need an estimated $20 billion to $30 billion over the next several years to reach and sustain a 
crude oil production capacity of 5 million barrels per day. This production goal is below the level identified in the Iraqi 
2005-2007 National Development Strategy—at least 6 million barrels per day by 2015." GAO, “Rebuilding Iraq: 
Integrated Strategic Plan Needed to Help Restore Iraq's Oil and Electricity Sectors," GAO-07-677, May 15, 2007. 

23 See U.S. Department of Defense, Measuring Stability and Security in Iraq - June 2007, pp. 9, 11-12. 


24 Some of the presumptive contracts for oil exploration in Iraq, signed with the government of Saddam Hussein, 
include the following: Al Ahdab field—China National Petroleum Corporation (China); Nassiriya field Agip (Italy) 
and Repsol (Spain); West Qurna—Lukoil (Russia); Majnoon— Total Fina Elf (France); Nahr Umar— Total Fina Elf 
(France); Tuba—ONGC (India) and Sonatrach (Algeria); Ratawi—Royal Dutch Shell (Britain and the Netherlands); 
Block 8—ONGC (India). Dan Morgan and David Ottaway, “In Iraqi War Scenario, Oil Is Key Issue,” Washington Post, 
September 15, 2002. 


sectarian groups have formed coalitions to oppose positions and compromises with regard to 
the package of draft hydrocarbon legislation. Many Iraqi oil experts, technicians, and powerful 
unions also have taken strong positions on the legislative package that do not correspond to 
apparent ethnic or sectarian affiliations or interests. The following sections review energy policy 
differences between and within Iraq's main sectarian and ethnic groups. 


The Kurds: Regional Authority, Revenue, and Kirkuk 

The Kurdistan Regional Government (KRG) has signed oil and natural gas production sharing 
contracts with several international companies since 2003. Under oil sector legislation drafted in 
2007, these existing contracts would be subject to review by a Panel of Independent Advisers of 
the Federal Oil and Gas Council (FOGC). Regional authorities would retain the right to license 
future international participation in oil and gas development in their region, subject to the terms 
of the hydrocarbon framework law, the Iraqi constitution, and the review of the FOGC. In early 
July 2007, four draft annexes to the hydrocarbon framework law that would have divided Iraq's 
oil fields for federal and regional management were dropped in favor of future adjudication by 
the FOGC, reportedly in line with Kurdish demands. The KRG favors the establishment of an 
automatic revenue distribution mechanism based on a per capita formula in order to prevent 
political intervention at the federal government level that would limit allocations to the Kurdish 
region.? The KRG has adopted legislation outlining a regional oil and natural gas framework and 
a model contract for production sharing agreements with outside investors. 


The Kurds, both through legal procedures as well as population movements, also are trying to 
secure political control over the ethnically and religiously mixed city of Kirkuk, which sits atop a 
large oil field in the northern governorate of Al Tamim. The Kurds supported insertion of 
language in Iraq's constitution (Article 140) requiring a vote by December 2007 on whether 
Kirkuk might formally join the Kurdish-administered region. The Iraq Study Group report stated 
that this referendum should be delayed (Recommendation 30). In June 2007, Kurdistan Regional 
Government president Massoud Barzani stated that, “we will never delay; we will never accept 
any delay in the implementation of Article 140.2 However, tensions revolving around the Kirkuk 
issue abated somewhat after Iraqi officials agreed to a six-month extension of the deadline for a 
referendum "for technical reasons." The United Nations Assistance Mission for Iraq (UNAMI) and 
the U.S. Embassy in Baghdad continue to engage with Iraqi politicians on the Kirkuk question, 
and UNAMI recommendations are under consideration regarding proposed boundaries, political 
agreements, and a potential referendum. Temporary consensus was reached amid outbreaks of 
violence in Al Tamim, allowing the provincial elections law to move forward in September 2008. 
Special provincial elections for Kirkuk have yet to be scheduled. A service contract for the large 
Kirkuk oil field was included in the bidding round held in July 2009, in spite of the ongoing 
negotiations. 


Sunni Arabs: Revenue Sharing and Foreign Participation 
The Sunni Arab minority-dominated areas of Iraq have few proven crude oil or natural gas 
deposits, although petroleum geologists differ as to whether substantial oil deposits may be 


?5 Yahia Said as quoted in Christina Parajon, “The Iraq Hydrocarbon Law: How and When?,” United States Institute of 
Peace Briefing, June 2007. 

?6 On June 12, 2005, Barzani was named "President of Kurdistan" by the 111-seat Kurdish regional assembly that was 
elected in January 2005. Articles 63 to 67 of the Iraqi constitution set general rules for the creation of executive 
authority by regional governments. Radio Free Europe/Radio Liberty, “Iraq: Kurdish Official Says Kirkuk 
Normalization To Proceed," June 22, 2007. 


found in Iraq's western Al Anbar governorate in the course of future exploration. As such, the 
community's concerns have focused on ensuring equitable distribution of oil export revenues in 
the future. In some cases, Sunni parties also have taken a hard-line position on preventing feared 
exploitation of Iraq's oil resources by international companies or other third parties. Sunni 
negotiators opposed lraq's new constitution in part because it empowers regions in oil 
production and revenue allocation policy. The Association of Muslim Scholars and the Iraqi 
Accord Front [Al Tawafuq], both Sunni groups, criticized draft oil legislation put forward in 2007 
апа 2008.7 

Representatives of the Al Tawafuq party also have called oil and gas deals signed by the 
Kurdistan Regional Government with foreign companies “Шера!” 


Dawa and Islamic Supreme Council of Iraq: Investment and Development 

The leading parties of the ruling Shiite United Iraqi Alliance (UIA) —the Dawa Party and the 
Islamic Supreme Council of Iraq (ISCI) have supported the adoption of proposed hydrocarbon 
legislation as a means of reviving Iraq's oil sector and increasing government revenues. To date, 
ministries led by members of these parties have faced mounting criticism over allegations of 
oilrelated corruption and mismanagement of export revenues. According to some analysts, 
differences within the UIA with regard to principles of federalism could have important 
implications for future oil sector decisions, particularly the ISCI's reported preference for 
establishing a large federal region encompassing all of the Shiite Arab majority governorates of 
southern Iraq.? However, at present, both the Dawa Party and the ISCI reportedly favor the 
centralization of authority in federal decision making bodies likely to be dominated by Shiite 
parties under Iraq's democratic system. The UIA also reportedly supports the creation of a strong 
Iraq National Oil Company to limit the influence of potential political challengers affiliated with 
Iraq's Southern Oil Company and the Iraq Federation of Oil Unions. 


Industry Unions and the Southern Oil Company 

А! Basrah governorate holds most of Iraq's proven oil resources and, as such, local political actors 
exert influence over the hydrocarbon sector and consideration of the legislative package. Press 
reports suggest that competition between local politicians, militia groups, union members, and 
federal ministry representatives fueled conflict in the region through early 2008.?? The 26,000 
member Iraq Federation of Oil Unions has voiced its members’ strong opposition to the 
proposed draft of the hydrocarbon framework legislation and has demonstrated a capacity to 
disrupt oil production and refinery operations with strikes.?! 


In May 2007, oil unions demanded participation in discussions of the draft hydrocarbon 
legislation with Prime Minister Al Maliki, who reportedly agreed to include the unions in future 
talks. By June 2007, the unions stated that Maliki's failure to do so was one contributing factor to 
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their decision to launch a strike that halted oil operations in southern Iraq for days. In response, 
the federal government dispatched troops to the south, issued arrest warrants for union leaders, 
and ultimately agreed in negotiations to establish a formal mechanism for union input into the 
legislative drafting process.** Subhi Al Badri, chairman of the Iraqi Federation of Union Councils, 
has described the draft framework law as “a bomb that may kill everyone,” and vowed that “if 
the Iraqi parliament approves this law, [union members] will resort to mutiny."? In September 
2007, the Iraqi Federation of Southern Oil Unions (IFOU) vowed to shut down oil pipelines in 
southern Iraq if the parliament passed the draft hydrocarbon framework legislation in its then- 
current form. 


As noted above, the Federation of Oil Unions of Iraq and the Federation of Workers Councils and 
Unions in Iraq are protesting the recently launched oil service contract bidding process and have 
signaled their willingness to resort to strikes in order to prevent the implementation of contracts 
that they oppose. 


In addition, Fayad Al Nema, then-director-general of the influential Southern Oil Company (SOC), 
opposed the service contract plan advanced by the Ministry of Oil in mid-2009. He apparently 
advised Oil Minister Al Shahristani that, “We in the South Oil Company, all of its leadership, 
reject the first bidding round (for oil service contracts) because it is against the interests of Iraq's 
oil industry," adding, “The service contracts will put the Iraqi economy in chains“ He was 
removed from his position on July 30, 2009. A prior controversy in mid-2008 was sparked by the 
Ministry of Oil’s decision to remove then-SOC director Jabbar Al Luaibi, who was re-subsequently 
appointed as a special adviser with authority to "oversee operations and projects to sustain and 
increase oil and gas production and exports carried out by all operating companies in the 
southern region." 


International Energy Companies 

The absence of an accepted hydrocarbon framework presents a potential procedural obstacle to 
broad international investment in Iraq's oil and natural gas sector. Some energy experts argue 
that the persistence of insecurity has been a more fundamental concern to international energy 
companies. The Bush Administration identified the lack of progress on an oil sector law as a 
primary barrier to investment by international oil companies and encouraged U.S. oil companies 
to refrain from signing contracts in Iraq until a new oil law was passed.?? While some small 
international energy companies have signed limited production sharing agreements in the 
Kurdish-controlled region of northern Iraq, significant international investments in oil exploration 
and production elsewhere in Iraq were not made from 2003 through 2008. This appears set to 
change in light of the service contract bidding process being administered by the Ministry of Oil. 


While the risks associated with investment in Iraq's established producing oil fields are relatively 
low, potential future investments in discovered but undeveloped or exploration blocks could 
carry more significant risks. Investors are therefore likely to seek contract terms that would 
provide adequate return and compensation, and may seek terms that would allow for 
production sharing. According to some observers, concerns about corruption and the potential 
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opacity of Iraq's regulatory and contracting processes may also deter some outside investment 
over the long term, particularly if key decision making powers are delegated to regional or 
governorate authorities.” Nevertheless, recent reporting suggests that there is significant 
interest among international oil companies to begin operations in Iraq, even subject to terms 
and conditions being set on an interim basis by the Iraqi Ministry of Oil. The principal challenge, 
as evident during the first service contract bidding round, is reaching mutually acceptable terms 
that provide sufficient return to international investors who meet the Iraqi government's 
ambitious production expansion targets. The willingness of firms such as BP, CNPC, and Eni to 
accept Iraq's offered terms after further consideration underscores the level of opportunity firms 
see in Iraq, in spite of the many challenges investment there appears to present. 


Oil Revenue and Security Concerns 


Revenues from the sale of oil resources are the engine of Iraq's national economy and the 
lifeblood of its national budget. Iraq's state-owned oil production and marketing system ensures 
that revenue from the export and sale of Iraqi oil accrues to the Iraqi government, and the Iraqi 
people's elected representatives are now responsible for administering that revenue to meet the 
country's considerable development needs. The U.S. Department of the Treasury and the 
International Monetary Fund have expressed confidence that, over time, Iraq's oil revenues are 
likely to be sufficient to meet the country's development needs, if underlying conditions remain 
favorable for the expansion of oil production and if revenues are managed effectively. However, 
according to U.S., Iraqi, and international observers, shortcomings in Iraqi financial management 
capacity have prevented capital investment budgets from being spent effectively thus far and 
may continue to hinder reconstruction progress if left unaddressed. Changes in security 
conditions, Iraqi political reconciliation, and international supply and demand may affect the 
Iraqi oil sector's ability to fund Iraq's reconstruction over the medium to long term. 


Revenues and Arrangements 


Current Arrangements 

Iraq's State Oil Marketing Organization (SOMO) remains responsible for the sale and export of 
Iraqi crude oil. Under the terms of United Nations Security Council resolution (UNSCR) 1483 (and 
renewed through subsequent Security Council resolutions), revenue from Iraq's oil exports is 
deposited into an lraq- controlled account held at the Federal Reserve Bank of New York (FRBNY). 
Five percent of the funds are reserved for a United Nations Compensation Fund for reparations 
to the victims of the 1990 Iraqi invasion and occupation of Kuwait. The remaining 9596 is 
deposited into a Development Fund for Iraq (DFI) account at the FRBNY and is then transferred 
to an Iraqi Ministry of Finance account at the Central Bank of Iraq for further distribution to Iraqi 
government ministries.?" Iraq has sought to reduce the percentage paid to Kuwait to 1%. 
However, as of October 2009, a proposal to channel paid reparation funds into joint investment 
projects has been rejected by Kuwaiti parliamentarians. 
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Under the terms of UNSCR1546 (and renewed by subsequent resolutions), the DFI is monitored 
by an International Advisory and Monitoring Board (IAMB), which provides periodic reports on 
Iraq's oil export revenue, Iraq's use of its oil revenues, and its oil production practices.?? 
According to the IAMB, as of December 31, 2007, $23.43 billion had been disbursed from the 
United Nations Compensation Fund; Iraq owed $28.95 billion to the Fund. In 2008, Iraq 
contributed an additional $3 billion. As of mid-2008, the IAMB estimated that "at the present 
rate of Iraqi oil sales, it would take approximately 17 years for the compensation award to be 
fully paid”? Significant declines in the price of oil since that time have likely altered that 
estimate, although the IAMB has not issued a revised date. 


U.N. Security Council Resolution 1859 (December 22, 2008) extends the IAMB authority only 
until December 31, 2009, making reference to a 2009 "transition to successor arrangements" for 
the DFI and the IAMB, to Iraqi-led auditing processes. In October 2006, the Iraqi cabinet 
approved the creation of an oversight body known as the Committee of Financial Experts (COFE) 
to monitor oil revenue collection and administration. The president of the COFE inaugurated its 
activities in April 2007, and it currently is working alongside the IAMB on audit procedures. The 
establishment of an audit oversight committee for the DFI and oil export revenues is a structural 
benchmark under Iraq’s Stand-by Arrangement (SBA) with the International Monetary Fund 
currently satisfied by the extension of the IAMB arrangement and the creation of the COFE. The 
signing of the SBA was a requirement for Iraq's debt reduction agreements with the members of 
the Paris Club.“ In April 2009 the IAMB stated that Iraq's Committee of Financial Experts “is 
ready and capable to succeed the IAMB and conduct competent and independent oversight of 
the ОЕ!” A similar finding was reported to the UN Security Council in August 2009.“ 


Immunity provisions contained in standing UN Security Council resolutions prevent Iraqi funds 
deposited in the DFI from being subject to property attachment motions in lieu of legal 
judgments rendered against the former Iraqi regime. President Bush issued a continuation of the 
U.S. legal protections for the DFI and other Iraqi assets under Executive Order 13303 through 
May 20, 2009, and President Obama extended the protections through May 2010. Article 26 
of the U.S. lraq security agreement commits the United States to continue to assist Iraq with its 
request to the UN to extend related protections for energy proceeds and the DFI. 


Oversight of Oil Production and Revenue Management 

From its creation in May 2003 through December 31, 2007, the DFI had received over $121.7 
billion in oil proceeds and other deposits.*? Audit results found that an additional $58.8 billion in 
net export proceeds were received in 2008. Periodic audits conducted under the auspices of the 
IAMB have routinely found irreconcilable discrepancies in oil production and export figures and 
DFI account receipt and distribution amounts. A lack of reliable oil output measurement has 


38 The IAMB homepage is available at http://www.iamb.info/. 


Ernst & Young, Development Fund for Iraq—Summary of Audit Results for the year ended December 31, 2007, May 
12-13, 2008. 

40 See International Monetary Fund, Country Report No. 07/115, Iraq: Third and Fourth Reviews Under the Stand-By 
Arrangement, March 2007; and, CRS Report RL33376, Iraq s Debt Relief: Procedure and Potential Implications for 
International Debt Relief, by Martin A. Weiss. 44 First report of the Secretary-General pursuant to paragraph 3 of 
resolution 1859 (2008), S/2009/430, August 24, 2009. 

The White House, Notice: Continuation of the National Emergency with Respect to the Stabilization of Iraq, May 20, 
42 and The White House, Notice: Continuation of the National Emergency with Respect to the Stabilization of Iraq, May 
19, 2009. 

Ernst & Young—Summary of Preliminary Findings for the year ended December 31, 2007, published on January 14, 
2008. 


proven to be a fundamental and persistent problem. Oil production and exports were conducted 
without metering equipment throughout the Coalition Provisional Authority (CPA) period. A May 
2007 GAO report confirmed that reliable metering in Iraq's oil fields remained lacking and 
contributed to the lack of reliable data on Iraq's oil production and related revenue.^ A January 
2008 [AM report stated that Iraq's Ministry of Oil “does not have in place a full operational 
loading and metering system at production and loading points in order to determine produced 
and loaded quantities [of oil] accurately."^ A June 2008 IAMB report confirmed that "some 
metering has been installed at oil terminals, but there continues to be no metering in the oil 
fields“ In August 2009, the UN Secretary General reported to the Security Council that “much 
remains to be done before a fully operational control and measurement system over oil 
production, distribution and export sales can be comprehensively implemented," and added 
that, “Indications from the Ministry of Oil point to implementation by 2011 at the earliest.” °° 


Completed financial audits through December 2005 found that "no comprehensive financial and 
internal controls policies and procedures manuals" were present in Iraqi ministries that were 
spending oil export proceeds delivered through the DFI system. On June 12, 2007, the IAMB 
released a statement on its 2006 findings, noting that the audits demonstrated that "the overall 
financial system of controls is deficient." The audits found that there was "no overall 
comprehensive system of controls over oil revenues,” and that “basic administrative procedures" 
were “outdated and ineffective"?! These conditions may have facilitated the type of widespread 
corruption that has been alleged against a number of Iraqi ministries spending distributed oil 
export revenue, often associated with weak contracting and cash management policies. The 
IAMB's preliminary findings for 2007 recognized Iraqi government's efforts to respond to IAMB 
recommendations, but found that "the overall financial system of controls in place in the 
spending ministries, the U.S. agencies in respect of outstanding commitments using DFI 
resources, and the Iraqi administration of DFI resources remain deficient.“ The 2008 
preliminary assessment, released in April 2009, concluded that "much remains to be done 
before a sound financial management system is operating effectively in Iraq."*? In July 2009, the 
IAMB stated that the completed 2008 audit, "continues to highlight key issues of concern 
regarding weaknesses in controls over oil extraction and use of the resources.“ “ 


Oil Revenue and Budget Execution 

The IMF warned in a January 2008 report that Iraq's public finances have been "fragile" in recent 
years and added that, in light of considerable operations and reconstruction needs, the Iraqi 
government has "little room for fiscal slippage" until oil output increases. The IMF report 
explained how high oil prices had compensated for missed oil production expansion targets that 
had undermined revenue generation through late 2007. Further increases in oil prices through 
August 2008 and expanded oil exports generated substantially higher than expected oil revenues 
for Iraq through most of 2008. According to the U.S. Department of State, crude oil exports 
averaged 1.73 million barrels per day in the third quarter of 2008, at an average price of $110 
per barrel.” 
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Drops in global oil prices since September 2008 have drastically undercut Iraqi oil revenues, and 
this trend has forced the Iraqi government to scale back its 2009 and in spite of recent price 
increases—its 2010 budget plans. In March 2009, the COR approved a $58.6 billion budget for 
2009, down from a planned $80 billion budget proposed in late 2008. The projected budget 
deficit for 2009 is $15 to $17 billion, and will be financed through the use of reserve funds 
accumulated from prior budget surpluses deposited in the DFI. The 2009 budget assumes an 
export level of 2 million barrels per day at a price of $50 per barrel. Iraqi officials had announced 
their intent to increase 2009 spending by up to $5 billion over the budgeted level as a result of 
higher than assumed revenues.^? 


As of October 28, 2009, Iraq's Basrah light oil was priced at $76.50 per barrel.” In October 2009, 
the Iraqi Council of Ministers approved a draft 2010 budget of $67.3 billion, based on an export 
level of 2.1 million barrels per day at a price of $62 per barrel. An expected $15 billion 2010 budget 
deficit would be covered with a new lraqi government bond issue and a loan from the 
International Monetary Fund currently under negotiation.?? 


In order to provide Iraq with a sustainable revenue stream, the Ministry of Oil has set a goal of 
nearly doubling current oil production to 4 million barrels per day by 2013 and then increasing 
production to 6 mbd by 2017. Oil Minister Hussain Al Shahristani estimated in April 2009 that 
Iraq will need to attract $50 billion investment to expand oil production capacity from the 
current level of 2.4 mbd to 6 mbd. According to the October 2009 report of the Special Inspector 
General for Iraq Reconstruction (SIGIR), “as of September 30, 2009, the United States had 
allocated $2.06 billion, obligated $1.92 billion, and expended $1.91 billion to rehabilitate the oil 
and gas sector in Iraq.”™ In addition, as of December 2005, the United States had administered 
over $2.8 billion in Iraqi funds from the DFI for oil infrastructure projects.“ 


The June 2007 U.S. Department of Defense Measuring Stability and Security in Iraq report stated 
that the Iraqi government's "failure to execute several billion dollars of its own funds in oil sector 
capital investments" had limited the overall recovery of the sector. Although capital investment 
expenditure rates in the oil sector and in other sectors reportedly have increased since mid- 
2007, broad shortcomings in Iraqi revenue management practices and capabilities have 
contributed to the accumulation of budget surpluses, which are now being used to cover the 
deficit projected for 2009. 


According to the June 2008 Measuring Stability and Security report, the Ministry of Oil executed 
$1.1 billion of its $2.2 billion 2007 capital budget, and faced continuing challenges because of a 
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lack of administrative capacity and international firms' reluctance to engage in long-term, 
multiyear development projects.“ The October 2009 SIGIR report states that the Iraqi 
government had expended $1.6 billion in capital investment from its 2009 budget as of June 
2009.^ The June 2009 Defense Department report on security in Iraq found that while some 
challenges remain for effective contract management, "both national ministries and provincial 
governments have substantially improved their ability to execute capital budgets."^? 


The U.S. State Department made similar assessments in its January and April 2009 reports on 
Iraq Relief and Reconstruction. The January report found that Iraqi “ministries and provincial 
governments continue to improve their ability to allocate and spend their own money, although 
impediments to full spending remain.“ The April 2009 report states that the primary factors 
limiting progress toward full spending are "bureaucratic bottlenecks, unclear rules and 
regulations, technical capacity, security, and absorption capacity."^? 


Both the U.S. and Iraqi governments are taking steps to improve public financial management 
and the coordination of U.S. assistance programs, partly in response to 2008 assessments from 
the Special Inspector General for Iraq Reconstruction (SIGIR) and others that argued that U.S. 
investments in capacity building could be "at risk" unless more integrated financial capacity 
development programming was implemented for Iraqi ministries.” Iraq has issued new decrees 
and reformed administrative bodies to grant greater contracting authority to ministries and 
provinces.® Iraq's 2008 Budget Law allowed provinces and government agencies to carry over 
their unused budget authority into the current fiscal year, although single year budgeting 
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remains the standard in Iraq and complicates multi-year project planning. The U.S. Embassy in 
Baghdad and the commanders of Multi-National Forces-lraq also have reorganized the 
management of existing U.S. and coalition budget assistance programs to improve coordination. 


In late June 2008, the interagency Public Finance Management Assistance Group (PFMAG) began 
its work. The PFMAG's civilian-military Policy and Operations Committees now direct the activities 
of paired teams of Action Officers and Treasury Technical Assistance Advisors who work alongside 
Iraqis, collecting and analyzing data and helping to re-engineer and expedite payments and other 
budgetary processes.“ These activities build on existing programs such as USAID's National 
Capacity Development Program (more commonly known by the name 

Tatweer, the Arabic word for development), the U.S. Embassy Iraq Transition Assistance Office 
(ITAO) Ministerial Capacity Development Program, and the work of the Multi-National Security 
Transition Command-lraq (MNSTC-I) Embedded Advisory and Functional Capability Teams. 
Coalition partners, such as the United Kingdom's Department for International Development 
(DFID), participate in PFMAG decision-making, and U.S. officials report that expanded PFMAG 
coordination with international bodies such as the IMF and World Bank is underway. 


Security 


Infrastructure Attacks and Smuggling 

Iraq's oil infrastructure suffered little damage during the U.S.-led invasion (an estimated nine oil 
wells were set on fire), but insurgents and smugglers have targeted oil infrastructure for political 
and financial reasons since 2003. Iraq's total pipeline system is over 4,300 miles long, and most 
insurgent attacks have focused on pipelines in northern Iraq that feed the Iraq-Turkey oil export 
pipeline as a means of reducing government export revenues. Southern pipeline infrastructure 
also has been targeted as a means of making oil and refined products more vulnerable to theft 
and diversion. Prior to IMF-sponsored efforts to phase out Iraqi fuel subsidies, highly organized 
smuggling operations leveraged supply and price imbalances in the Iraqi refined fuel market to 
create lucrative profit opportunities. The Department of Defense has estimated that in once 
case, "as much as 7096 of the fuel processed at Bayji was lost to the black market— possibly as 
much as USS2 billion a year?! 


In response, the Iraqi government and Coalition forces have launched several initiatives to 
improve the security of Iraq's oil infrastructure. Pipeline Exclusion Zones (PEZs) have been 
established between Kirkuk and the main refining center at Bayji, and new zones are nearing 
completion along pipelines linking Bayji with Baghdad and Doura with Hillah. In January 2008, 
the command of the 22,000-member Ministry of Oil Protection Force (OPF) was transferred to 
the Ministry of Interior. According to the U.S. Defense Department, disputes between the Iraqi 
Ministry of Defense and Interior have delayed completion of PEZ watchtower projects.” In June 
2009, the Administration reported that, "Security improvements have helped maintain 
production, exports, and increased domestic distribution. While there have been several minor 
pipeline interdictions over the last six months, none have impeded production, export, or 
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refining." In November 2008, а PKK attack on a oil pipeline in Turkey suspended temporarily 
Iraqi crude oil exports and underscored the vulnerability of the region's energy infrastructure. 


U.S. Policy and Issues for Congress 


The Obama Administration and many Members of the 111 Congress identify political 
reconciliation and long-term economic development as key policy goals for continuing U.S. 
efforts in Iraq. The current military strategy employed by U.S. forces in Iraq seeks to support Iraqi 
forces as they maintain a secure environment in which elected leaders can resolve core political 
differences. In Iraq, the ongoing debate over energy policy and legislation reflects Iraqis’ 
unresolved political differences over the powers reserved for federal and regional authorities, 
proper means for ensuring equitable distribution of hydrocarbon revenues, and longstanding, 
shared concerns about preserving Iraq's unity and sovereignty. 


In light of the U.S. military commitment and persistent Iraqi political differences, Members of 
Congress and U.S. policymakers face a number of challenging questions: As the U.S. role in 
providing security in Iraq diminishes, how will the United States influence the pace and content 
of Iraqi energy policy debates? How should U.S. diplomats engage with Iraqis regarding the 
management of Iraq's sovereign economic resources? Should the United States encourage Iraqis 
to complete constitutional reforms that will resolve core political differences before promoting 
the adoption and implementation of hydrocarbon legislation? How can the United States most 
effectively ensure that Iraqis adopt equitable revenue sharing mechanisms? Should the U.S. 
government promote international investment in Iraq's oil and gas sector and, if so, in what 
form, on which terms, and on what scale? 


If constitutional disputes over federal and regional authority remain unresolved, the durability of 
compromises reached with regard to the hydrocarbon legislation may be undermined. Revenue 
sharing mechanisms based on per capita population formulas may ensure formerly 
disadvantaged regions receive adequate shares of oil and gas proceeds, but could create new 
resentment in less populous governorates, including areas inhabited by Iraq's minority Sunni 
Arab population. International investment and technology may be necessary in light of the 
current Iraqi government's ambitious plans for the expansion of Iraq's oil and gas production. 
However, the terms and conditions of international participation are likely to remain highly 
controversial, with powerful Iraqi interest groups taking opposing positions. The public positions 
that Members of Congress and Administration officials take on each of these questions will likely 
influence Iraqi attitudes toward the U.S. presence in Iraq, toward proposed legislation and 
investment arrangements, and toward each other. 


Congressional Benchmark and Other Legislation 

In recent years, Congress has sought to ensure that appropriated funds are not used to control 
Iraq's oil resources and has sought to influence the development and course of U.S. policy in Iraq 
by requiring the Administration to report on key oil and oil revenue related benchmarks. 


Legislation in the 111" Congress 


Section 1221 of P.L. 111-84, the National Defense Authorization Act for Fiscal Year 2010, states 
that, “no funds appropriated pursuant to an authorization of appropriations in this Act may be 


obligated or expended... To exercise United States control of the oil resources of Iraq." The Senate 
and House versions of the FY2010 Defense Appropriations Act (H.R. 3326) contain similar 
prohibitions. 

Section 314 of P.L. 111-32, the Supplemental Appropriations Act, 2009 (June 24, 2009) states 
that "none of the funds appropriated or otherwise made available by this or any other Act shall 
be obligated or expended by the United States Government ... to exercise United States control 
over any oil resource of Iraq.” 


Senator John Ensign continues to advocate for the creation of an "Iraq Oil Trust" to ensure that 
all Iraqis share the proceeds of Iraq's oil exports equitably. S. 351, the Support for Iraq Oil Trust 
Act of 2009, would require the U.S. Department of State to provide the Government of Iraq with 
a plan outlining options for the creation and implementation of different types of oil trusts. The 
bill would withhold 1096 of U.S. Economic Support Fund assistance to Iraq until the 
Administration certified the delivery of such a plan. The bill mirrors the version introduced in the 
110" Congress, S. 3470, the Support for Iraq Oil Trust Act of 2008, of which then-Senator and 
now Secretary of State Hillary Clinton was a co-sponsor. 


Legislation in the 110" Congress 


Section 1314 of the FY2007 Supplemental Appropriations Act (P.L. 110-28) specifically identified 
the enactment and implementation of legislation "to ensure the equitable distribution of 
hydrocarbon resources of the people of Iraq without regard to the sect or ethnicity of recipients" 
and "to ensure that the energy resources of Iraq benefit Sunni Arabs, Shia Arabs, Kurds, and 
other Iraqi citizens in an equitable manner” as benchmarks on which the President was required 
to report to Congress in July and September 2007. Section 3301 of the act states that no funds 
appropriated by the act or any other act may be used "to exercise United States control over any 
oil resource of Iraq." 


On July 12, 2007, the Administration released an interim report on the Iraq benchmarks stating 
that progress toward meeting the revenue sharing benchmark “is unsatisfactory,” and noting 
that the Administration remains "actively engaged" in encouraging Iraqi leaders "to expeditiously 
approve the draft [revenue sharing] law in the Council of Ministers and move it to the Council of 
Representatives." According to the report, "the effect of limited progress toward this benchmark 
has been to reduce the perceived confidence in, and effectiveness of, the Iraqi Government.“ 


The September 2007 report stated that Iraq's government "has not made satisfactory progress 
toward enacting and implementing legislation to ensure the equitable distribution of 
hydrocarbon revenue.” The report also stressed that "it is difficult to predict what further 
progress might occur” when Iraq's parliament reconvenes and considers proposed legislation.” 


Section 8113 of P.L. 110-116, the Department of Defense Appropriations Act, 2008 (November 
13, 2007) states that "none of the funds appropriated or otherwise made available by this or any 
other Act shall be obligated or expended by the United States Government ... to exercise United 
States control over any oil resource of Iraq." 
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Section 1222 of P.L. 110-181, the National Defense Authorization Act for Fiscal Year 2008 
(January 28, 2008) states that "no funds appropriated pursuant to an authorization of 
appropriations in this Act may be obligated or expended ... to exercise United States control of 
the oil resources of Iraq." Section 1211 of S. 3001, the Duncan Hunter National Defense 
Authorization Act for Fiscal Year 2009 (September 27, 2008) and Section 8106 of P.L. 110-329, 
the Consolidated Security, Disaster Assistance, and Continuing Appropriations Act, 2009, 
contained similar prohibitive language. President Bush issued signing statements stating that the 
executive branch would "construe such provisions in a manner consistent with the constitutional 
authority of the President" because, in his view, the provisions "could inhibit the President's 
ability to carry out his constitutional obligations." 


Appendix. Draft Hydrocarbon Legislation 


Hydrocarbon Framework Law 


Beginning in mid-2006, a three member Oil and Energy Committee working under the auspices 
of the Iraqi cabinet prepared draft hydrocarbon framework legislation to regulate Iraq's oil and 
gas sector. A political negotiating committee subsequently edited their draft. Following approval 
by the negotiating committee, Iraq's Council of Ministers (cabinet) approved a draft version of 
the hydrocarbon framework law in February 2007.59 Subsequent negotiations among Iraqi 
leaders sought to clarify the responsibilities of federal and regional authorities as well as 
contracting procedures for oil fields. On July 3, 2007, Iraqi Prime Minister Nouri al Maliki 
announced that the Council of Ministers had approved a final version of the framework law and 
had forwarded the bill to the Council of Representatives for consideration. 


The Council of Ministers’ Shoura Council reportedly amended provisions of the bill to ensure 
their consistency with provisions of the Iraqi constitution. However, Kurdish officials protested 
the changes, arguing that they are substantive, rather than semantic, and have tentatively 
withdrawn their support for the legislation. The boycott of cabinet and parliamentary 
proceedings by various Iraqi entities at the time of the cabinet's approval of the law added to the 
controversy surrounding the proposed legislation. 


As of November 2009, statements from Iraqi government officials and members of the Council of 
Representatives suggest that parliamentary consideration of the legislation continues to be 
delayed by disagreements between key political figures and likely will be delayed until the 
election of a new parliament in national elections scheduled for early 2010. The Council of 
Ministers reportedly is considering new draft legislation, but no timetable has been announced 
for its consideration. Skepticism about the performance of Oil Minister Shahristani appears to be 
significant within the Council of Representatives, as is opposition to the conduct of the 
investment bidding round conducted in July 2009 and to contracts signed by the Kurdistan 
Regional Government. As such the applicability of the compromises reached prior to the 
announcement of draft legislation may be in doubt. 


Note: The following analysis applies to draft legislation released in 2007 and may require 
substantial revision if new draft legislation emerges from the Council of Ministers in the coming 
weeks and months or under a new government elected in 2010. 


Federal Oil and Gas Council 

The central element of the draft hydrocarbon framework legislation is the creation of a Federal 
Oil and Gas Council (FOGC) to determine all national oil and gas sector policies and plans, 
including those governing exploration, development, and transportation. The FOGC would 
become the most powerful body in Iraq’s oil sector, with the power to review all contracts, and 
would operate according to a two-thirds majority decision-making system. The seats on the 
FOGC are reserved for specific cabinet members, representatives of constitutionally recognized 


56 In response to a June 2007 CRS inquiry, the U.S. Department of State referred to an English text of the draft 
legislation made available by the Kurdistan Regional Government as an official English draft version. It is available 
online at http://www.krg.org/uploads/documents/ 
Draft%20Iraq%20011%20and%20Gas%20Law%20English_ 2007 03 10 h23m31s47.pdf 


regional governments, hydrocarbon experts, and “producing governorates.”*’ A "Panel of 
Independent Experts," open to Iraqi and foreign membership, would work with the FOGC in a 
non-binding, advisory capacity. The possibility that foreign energy experts or industry 
representatives could be chosen to participate on this panel has alarmed some Iraqis and foreign 
observers. 


Although the draft law stipulates that the formation of the FOGC "shall take into consideration a 
fair representation of the basic components of the Iraqi society,” some observers have warned 
that the makeup of the FOGC specified in the draft law could potentially contribute to sectarian 
or regional tensions. Given the potential for the majority Shiite Arab community to directly or 
indirectly control the makeup of Iraq's cabinet in Iraq's democratic system and the ineligibility of 
Sunni Arab governorates to qualify for FOGC seats based on the other specified terms, some 
Sunni Arabs fear their interests may not be adequately represented in the powerful council. 
Other Iraqis may be encouraged to seek constitutionally recognized regional status in order to 
ensure their representation in the council. 


Contract Type(s) 

The draft hydrocarbon framework law establishes several criteria that future "exploration and 
production contracts" must meet. The criteria are designed to preserve Iraqi control and 
maximize the country's economic return. The draft law does not mandate the use of so-called 
"productionsharing agreements" as the sole model contract for future oil development in Iraq. 
The law states that contract holders may be given exclusive rights to exploration, development, 
production, and marketing of Iraqi oil for specified periods, subject to approval of the contract 
and a field development plan by Iraqi authorities. The law also outlines general terms and 
conditions for evaluating contracts and development plans designed to preserve the Iraqi 
government's sovereign control of oil production, economic returns to Iraq, and "appropriate 
returns" to potential investors.“ The FOGC’s Panel of Independent Experts would use these 
criteria to evaluate contracts signed by the Kurdistan Regional Government since 2003, and the 
Ministry of Oil, and the FOGC would use the criteria to evaluate contracts signed by the former 
regime with international oil companies (Article 40). 


The contract provisions of the law have attracted significant attention because they would allow 
foreign participation and therefore represent, in principle, a reversal of the nationalization of 
Iraq's oil sector. The specific details of model contracts developed by Iraqis and the terms of 
specific individual contracts negotiated between Iraq and potential foreign partners would 
determine the type of foreign participation and the specific long-term revenue benefits to Iraq 
or foreign companies. The draft hydrocarbon framework law does not mandate a specific form of 
contract or predetermine specific contract terms or details.“ The FOGC would develop model 
contracts for use in Iraqi oil and gas fields and evaluate agreements with foreign participants 
according to the stated criteria and the model contracts. According to Revenue Watch?? Middle 


57 Article four of the draft framework law defines a “producing governorate” as “апу Iraqi Governorate that produces 
Crude Oil and natural gas continually on rates more than one hundred and fifty thousand (150,000) barrels a day.” 78 
According to Article 9 of the draft framework, All model contracts shall be formulated to honor the following 
objectives and criteria: 1- National control; 2- Ownership of the resources; 3- Optimum economic return to the country; 
4- An appropriate return on investment to the investor; and 5- Reasonable incentives to the investor for ensuring 
solutions which are optimal to the country in the long-term related to a- improved and enhanced recovery, b- 
technology transfer, c- training and development of Iraqi personnel, d- optimal utilization of the infrastructure, and e- 
environmentally friendly solutions and plans." 79 The law explicitly states in Article 9 that “Model Contracts may be 
based upon Service Contract, Field Development 

(continued...) 


East director Yahia Said, "the aim of this law from beginning was to promote foreign investment 
in Iraq's oil sector. Yet while the law opens the door for foreign companies, there are careful, 
deliberate mechanisms in place to maintain control in the hands of national government.“! 


Petroleum Revenues and Sharing Arrangements 

The draft hydrocarbon framework law states that Iraq's oil wealth belongs to all of its citizens, as 
reflected in the Iraqi constitution. However, the draft legislation does not contain specific 
guidelines or mechanisms for revenue sharing. The draft would create two funds for oil 
revenues: the first, an “Oil Revenue Fund,” and the second, a “Future Fund" to hold an 
unspecified percentage of oil revenue for long-term development goals. Both funds would be 
regulated and administered according to terms specified in separate federal revenue legislation 
(for more information on current arrangements see "Revenue Sharing" above). 


Regional Authority and Oil Field Management Annexes 

Constitutionally recognized regional authorities would automatically qualify for seats on the 
FOGC under the terms of the draft oil sector legislation. The draft law originally was structured 
to grant regional authorities licensing powers with regard to oil fields specified in four annexes, 
subject to the terms of the draft law and in conjunction with the plans and procedures of the 
FOGC.Official versions of the draft annexes were not published. However, Kurdish 
representatives made several public statements following an April 2007 conference in Dubai 
expressing their opposition to the draft annexes and threatening to withdraw support for the 
legislative package in the Council of Representatives. The annexes reportedly were dropped 
from the draft legislation prior to its approval by the cabinet. Under the new arrangement— 
allegedly designed to meet demands of Kurdish negotiators—the management of specific oil 
fields would be decided by the members of the FOGC. 


(...continued) 


and Production Contract, or Risk Exploration Contract." 

80 Revenue Watch is an independent operating and grantmaking 501(c) 3 organization that monitors natural 
resource revenues and public expenditures and provides grants to local partners to improve transparency in oil and 
gas producing countries. For more information, see http://www.revenuewatch.org/. 


81 Yahia Said, Remarks at the United States Institute of Peace, May 18, 2007, as quoted in Christina Parajon, 
"USIPeace Briefing: The Iraq Hydrocarbon Law: How and When?,” June 2007. 
82 An unofficial transcript of the Dubai meeting is available at 


http://www.revenuewatch.org/activities/April18IRW/ April9620189620transcript.pdf. According to press reports, 
approximately 9396 of Iraq's proven oil reserves would have been subject to the jurisdiction of the federal 
government (Annexes 1, 2, and 4), while the Kurdistan Regional Government (KRG) would have exercised authority 
over the remaining 796 (Annex 3). Annex 1 listed 26 fields currently in production, Annex 2 listed 25 fields that are 
"close to production," Annex 3 listed 27 fields not near production and open to international oil companies or the 
INOC, and Annex 4 delineated 65 exploration blocks. The KRG posted its analysis of the draft annexes on its 
website, available at http://www.krg.org/pdf/ Dubai Oil Law. Annexes with КАС analysis. pdf. 

83 For example, Ashti Hawrami, Minister of Natural Resources for the Kurdistan Regional Government, said, 
"The annexes as they are written now will not be accepted by the KRG.... If | don't get the lion's share of fields (in 
the region) then it's a bad law. If the law dilutes regional control then it is unconstitutional." Simon Webb, "Iraq Oil 
Law to Go to Parliament, Kurds Wary,” Reuters, April 18, 2007. 


Draft Revenue Sharing Law 


Article 112 of the Iraqi constitution sets qualitative criteria for the distribution of oil and gas 
revenues and requires the Iraqi parliament to pass a law regulating revenue distribution. In 
February 2007, some officials in Baghdad and Washington indicated that a broad agreement to 
share oil revenues among regions based on population had been reached. However, Iraqi leaders 


continued to negotiate the terms of the draft revenue sharing law through June 2007. In line 
with the constitutional requirement, a separate draft revenue sharing law has been prepared as 
a component of the hydrocarbon legislative package currently under consideration. 


According to a draft of the revenue sharing law published by the Kurdistan Regional Government 
on June 20, 2007, the federal government would be empowered to collect all oil and gas 
revenue, with the stipulation that all funds be deposited into external and internal accounts 
based on their source. The federal government would have priority to allocate the funds in the 
accounts to support national priorities such as defense and foreign affairs, "provided that this 
does not impact the balance and needs of the governments of the Regions and the Governorates 
which are not organized in a region.” The remainder of the accounts would be distributed to 
regions and governorates automatically, on a monthly basis, based on agreed population- 
density-based percentages until a census can be completed. The Kurdistan Regional Government 
would receive a 1796 share of the remaining funds deposited in two accounts at the Central Bank 
of Iraq branch іп Irbil.°? No specific provision is made in the draft for addressing requirements to 
meet the needs of "damaged regions" as required by Article 112 of the constitution. 


The draft revenue law also would create a "Commission of Monitoring the Federal Financial 
Resources" composed of central government officials, experts, and representatives of each 
region and governorate. The Commission would monitor deposits and allocations from the 
central revenue fund, in addition to facilitating international audits and producing monthly, 
quarterly, and annual transparency reports. Article 7 of the draft revenue law reiterates the call 
for the establishment of a "Future Fund" for surplus revenue, but states that the operation of 
such a fund should be defined in a separate piece of legislation following further negotiation 
among federal, regional, and governorate representatives. 


Ministry of Oil and Iraq National Oil Company Laws 


The final two components of the hydrocarbon legislative package are proposed laws that will 
reorganize lraq's Ministry of Oil and establish an Iraqi National Oil Company (INOC). Under the 
hydrocarbon framework law, the responsibilities and authorities of the Ministry of Oil and the 
INOC would be altered significantly, and the draft Ministry and INOC laws are necessary to 
ensure proper oversight, accountability, and separation of powers between the two entities. As 
of November 2009, a draft INOC law had been approved by the Council of Ministers, but 
appeared unlikely to be considered by the Council of Representatives before the 2010 national 
election. 
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18. Mejgust 1938 


PÉMORAMDUM FOR: Chairman, Rational Intelligesce Council 


FROM: Charles E. Allen 
' — Rational Intelligence Officer for Warming 


SUBJECT: tren suspiciens 


і. | iraq 1 informing members of 
the UN Security Coane) that the UN Secretary General's pending amouncement 
tomorrow in the [ran-lrag cease-fire, iz so inappropriate and inaccurate that 
it will саша enspacifigd "grave comseqwences." [reg hes threatened ta not 
attend tha Geneva talks, begimning on Z5 August, unless the ansoumcement 15 
changed. 


£. .The IAEA петтата that the proposed annsuncenent gos Bayend any 
bonn tsast made by Baghdad and that ib hai been handled in à preemptery 
fashion by Perez de Cuellar, The proposed text sisumes subgtantiva regem 
that [rag had to make, contains items daperibed os substantive which were 
tà be left t» direct talked in BV, and includes at lest an Гарі Тай йа 
which has nat been apsreved by Iraq, [rès has urged the Security Come! 
rz to persuade the Secretary Gereral tn accept alternative formulations. 


„ This incident illustrates the m of the peace process.  Hiwen 
[rigs sudpicions of the [ranians and of ur Фа Cwallar motives, dad 
naeds little incentive bs Paterrupt the progress towards peace and seize ite 
shjectivas by force. | jis st m loss to accuuet for 
Paro: de Can lar ackines unleis Ehaw mre somehow designed to accommodate 

Irm isn rm ikiona: 


&. Iragi- сотак treat to the psacé talks 14 not strong, end we pee mo 
redection in the readiness of tha 27 irani diwisions deployed opposite 
Khuzestan, The Arad stated, int lad tg Swedi Arabia, hwe prevailed on [rag tn 
stop the fighting, bat agree with Saddam Hessein that [ram cannot be trusted 
and that direct talks mst occur witheut ¢onditios. 


IRAQI ELECTIONS 
I. Pro-Western Conservatives Probable Winners 
in Parliamentary Elections (today,9 June). 
25X1A6a А ШШШ... 
government intervention in elections. 
1. Aimed at Communist-dominated National 
Front. 
2. Hopes assure parliamentary control for 
Constitutional Union party of Nuri Said. 
B. Other leading conservative party--led by 
Saleh Jabr--split three ways. 
1. Many, including Jabr--erstwhile Nuri 
foe--presently supporting Nuri. 
II. Communist-directed National Front (illegal 
Communist Party plus leftist National 
Democratic Party, rightist Independence 
Party and independents) expected win 8 to 
20 seats out of 135. 
A.. Lower figure more likely. 


B. Late reports indicate arrest seven Front 


candidates, tight control public.meetipgS........ 


C. Communists threaten armed demonstrations. 

l. Several killed, wounded, arrested 
so far, 

2. However, Iragi army to take over 
police posts 8-10 June, will return 
fire if crowd begins shooting. 

3. Government considered able control 
situation. 

III.Conservative Victory Means Continuation 
Present Iragi Foreign Policy: 
A. Implementation Iraqi-American arms 
agreement. 
B. Support for eventual adherence Turkish- 

Pakistani pact. 

C. Nonetheless, increased importance 

Communist Party a problem: 

l. With possibly 10 seats, Communist- 
controlled candidates can cause 
trouble through ability exploit anti- 


- Westernism in parliament. 


Communists alone nave mage vigurvus 
campaign, attracted independent 
support, spread propaganda against 
arms aid and pact, even though CP 
outlawed and continuously subject 


police repression. 


D. Mounting tension in Iraq, despite 


election outcome: 


ғ {0 


Pro-Western politicians' apathy, 
absence genuine liberal, reform party, 
leaves Communists sole voice deep 
political, social discontent. 
Elections doing nothing eliminate 

that discontent; extremism will 


grow, 
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April 11, 2005 


SUBJECT: Military Construction in Support of Afghanistan and Iraq 


FROM: Amy Belasco and Daniel Else! 
Specialists in National Defense 
Foreign Affairs, Defense and Trade Division 


Congressional 
Hesearch 
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Memorandum 


This memorandum analyzes funding received or requested for projects to support U.S. 
military operations in Afghanistan and Iraq, describes recent changes in the Department of 
Defense's authorities governing military construction projects in response to the wars and 
occupations of those countries, and outlines several potential issues for Congress. 


In the FY2005 Supplemental, DOD is requesting $1.0 billion for military construction to 
support Afghanistan and lraq either in-country or in surrounding countries. That amount 
compares to the $912 million in funding for military construction for those purposes in previous 
supplementals since the 9/11 attacks. 


Since that time, Congress has also provided DOD with additional flexibility to initiate 
military construction projects — without advance authorization — in order for DOD to move more 
quickly to meet wartime needs. At the same time, the committees have voiced concerns about 
insufficient or lack of information from DOD about the use of funds for construction projects in 
Iraq and Afghanistan and the whether all projects rejected qualify as emergency spending.? 


Potential Issues for Congress 


With the new request for additional funding for military construction in the FY2005 
Supplemental, Congress faces several potential issues: 


! Amy Belasco wrote the legislative history and funding analysis, Dan Else compiled Tables A-1 
andA-2 with the legislative authorities governing military construction, and Kenneth Katzman, 
Specialist in Middle Eastern Affairs, provided information on the roles of the facilities mentioned 
in this memo. 


? See H.Rept. 109-16, p. 32-33 and S. Rept. 109-52, p.31-36. 


Congressional Research Service Washington, D.C. 20540-7000 
This memorandum was prepared to enable distribution to more than one congressional client. 


whether the $2.2 billion in funding in support of military operations in Iraq and 
Afghanistan signals a longer-term U.S. presence in the region or is primarily for 
short-term improvements to facilities for U.S. troops; 


whether Congress has received sufficient information to evaluate these projects; 


whether current authorities that give DOD additional flexibility to fund 
unanticipated needs in military construction give Congress adequate tools for 
oversight; and 


whether DOD's decisions to rely primarily on supplemental rather then regular 
military construction funding and military construction rather than Operation 
and Maintenance funding for projects in Iraq and Afghanistan are appropriate 
and ensure congressional oversight. 


Estimates of Military Construction 
Funding, FY2001-FY2005 


Since the 9/11 attacks, the Defense Department has received supplemental funding of 
about $1.1 billion for military construction in or in support of Iraq and Afghanistan and other 
projects based on information available to CRS. This total may not capture all funding because it 
may not include all transfers of funds from special wartime accounts set up to give DOD 
flexibility, because there is no visibility on use of minor construction or planning and design 
funds, and because the use of some operation and maintenance funds for military construction 
projects in Iraq and Afghanistan was not reported to Congress. This table also does not include 
funds appropriated before the first 9/11 supplemental, P.L.107-38, enacted September 18, 2001. 


Of that $1.1 billion total, $912 million was for projects in Iraq and Afghanistan or in support 
of operations in those countries with the remainder allocated to unrelated projects in the United 
States. By way of comparison, as of the end of FY2003, DOD's Base Structure report assessed the 
plant replacement value – or amount needed to replace existing facilities – of U.S. bases located 
in this region at a total of $109.8 million. That total includes funds for Oman, Kenya, Kuwait and 
Bahrain; the report shows no funds for United Arab Emirates (UAE), Qatar, Saudi Arabia, 
Afghanistan ог Iraq.9 Apparently, the Base Structure report includes some (e.g. Kuwait and 


60 Department of Defense, Base Structure Report, Fiscal Year 2004 Baseline, 2004, various pages. 


Oman) but not all (e.g. Qatar, UAE, Saudi Arabia) countries where the United States has invested 
in facilities and has agreements to use those facilities for U.S. military operations. 


DOD is requesting another $1.0 billion in its current FY2005 Supplemental for overseas 
military construction projects in or in support of Iraq and Afghanistan. Table 1 shows CRS 
estimates of previous military construction supplemental funding and the FY2005 Supplemental 
request by mission. If Congress enacts the amount in the FY2005 Request, about $2.2 billion 
would have been allocated to military construction projects in support of the war and occupation 
of Iraq and Afghanistan. Of that total, 44% would be for Iraq, 14% for Afghanistan, another 34% 
in support of both missions either overseas or in the United States and another 796 would be 
unspecified (see Table 1). 


Funding in the FY2005 Supplemental would roughly double the amount previously provided 
to support operations in Iraq and Afghanistan, which may reflect the fact that the United States is 
now in its third and fourth year of occupation, respectively. Funding in the United States in 
support of Iraq in the FY2005 request also includes about $250 million in funding for the Army 
and Marine Corp restructuring efforts, intended to make forces better able to meet unit 
rotations. Some observers have raised concerns about the lack of specificity in DOD's requests 
and whether the funding portends a more permanent U.S. presence in those countries. 


Table 1. Supplemental Funds for Military Construction By Mission, 


FY2001-FY2005 Request 


(in millions of dollars and percent of total) 


Mission FY01FY04 FY05 Total YOIFY04) FOS Total 
Request Request 
In or in spt of 120.5 231.1 351.6 1396 1796 16% 
Afghanistan 


In or in support п or in support of Iraq | п or in support of Iraq | | 3046 — 6 | 6726 | 6 | 9772 | 2 | 33% | 51% EE 


In support of both ЕЕ 5 EC 4 d 9 — mE EE 
overseas 


In support of both in the 104.1 289.4 393.5 1196 2296 18% 
United States 
EZ 


Other Other unspecified | | 1672 | 2 | us „ TA EZ 


9! The $1.0 billion does not include $300 million requested for military construction in the United States to support Army 
and Marine Corps unit restructuring; see Department of Defense, FY2005 Supplemental Request for Operation Iraqi 
Freedom (OIF), Operation Enduring Freedom (OEF), and Operation Unified Assistance, February 2005, p.11-13. 
[http://www.dod.mil/comptroller/defbudget/fy2006/fy2005_supp.pdf] 

62 The table is based on a CRS compilation and classification of 121 military construction projects listed in congressional 
reports, transfers from the Defense Emergency Response Fund (DERF), a special account set up to provide flexibility to 
allocate wartime funds, congressional reports on use of FY2004 Operation and Maintenance funds for military 
construction, and DOD’s FY2005 Request for Emergency Supplemental Funds, February 2005; List of projects available 
on request. 


TOTAL | 10888 | 13990|24878 | NA | NA | NA | 


Sources: CRS estimates from Congressional reports and Department of Defense, FY2005 
Supplemental Request for Operation Iraqi Freedom (OIF), Operation Enduring Freedom (OEF), 
andOperationUnifiedAssistance,February2005,p.59-74. 
[http://www.dod.mil/comptroller/defbudget/fy2006/fy2005 supp.pdf]. List of individual 
projects available upon request. 


Of the funds received for Afghanistan and Iraq, about two-thirds are for bases in country and 
one-third for those in surrounding areas. For Afghanistan, $86 million is for projects in-country 
and $34 million for projects in surrounding areas. Similarly, for Iraq, some $209 million is in- 
country and another $95 million in neighboring countries. Funds for bases that serve both 
missions include bases like Al Udeid in Qatar, the new U.S. 

regional headquarters. Almost $100 million was for projects with unspecified locations. 


In the FY2005 Supplemental, DOD is requesting $1.0 billion for projects overseas with the 
following distribution: 


1$673 million including $597 million for Iraq and $75 million in neighboring areas; 

15231 million including $142 million for Afghanistan and $89 million in supporting bases; 

1$67 million for overseas projects and $289 million for projects in the United States that 
support both; and 

1$69 million in unspecified locations (see Table 1 above) 


Much of the funding requested for Iraq did not specify location (see Table 2 below). 


Bases Receiving or Targeted for Largest Amounts of Funding 
Table 2 shows the distribution of funding by location and country for the current request and 
previous supplementals. 


Iraq Bases. Of the funding received or requested, the bases within Iraq which have received or 
are slated to receive the largest amounts are: 


| Balad Air Base, Baghdad and Anaconda, (co-located) — $169 million ($57.1 
million requested in the FY2005 supp) and $45 million ($39 million requested) 
respectively; 

| Taji Military Complex and Camp Cooke (co-located), — $41 million ($25 million 

requested) and $8 million respectively; Camp Speicher, Tikrit, — $24 million 

received; and ! Aspen, Iraq — $36 million requested in FY2005 supp. 


Some $388 million or 2796 of the requested funding in the FY2005 Emergency Supplemental 
currently under consideration is for unspecified locations, including $300 million to provide 
hardened overhead protection from mortar and rocket attacks at facilities where service- 
members gather, a request in response to the December 2004 attack on the dining facility in 
Mosul. The remainder is to replace temporary tents and trailers in Iraq with concrete 
maintenance facilities, barracks, and repair facilities.? By way of comparison, this unspecified 


$3 Department of Defense, FY2005 Supplemental Request for Operation Iraqi Freedom (OIF), Operation Enduring 
Freedom (OEF), and Operation Unified Assistance, February 2005, p.59-74. 
[http://www.dod.mil/comptroller/defbudget/fy2006/fy2005 supp. pdf 


share is more than double the 1296 that was unspecified in DOD's regular FY2005 military 
construction appropriations for minor construction and planning and design. 


Bases in surrounding countries that support Iraq that have or are slated to receive substantial 
funding are: 


Ali Al Salem Air Base in Kuwait — $76 million (requested); ! Al 
Sayliyah, Qatar — $37 million received. 


Bases in or Supporting Afghanistan. In Afghanistan, the base receiving the most funds is 
Bagram Airfield, which is slated for $228 million ($142 million requested). DOD is also requesting 
$43 million for Karshi-Khanabad Air Base in neighboring Uzbekistan that would support 
operations in Afghanistan. 


Of bases that support both Afghanistan and Iraq, the following amounts have been received or 
are requested: 


1 Al Udeid Air Base in Qatar - has received $200 million as headquarters 
operations formerly in Saudi Arabia were relocated to Qatar in response to 
concerns of the Saudi government; and 

1 Al Dhafra, the United Arab Emirates — $147 million ($67 million requested). 


Limited Information on Military Construction Requests 

Very little information is available publicly on DOD's plans for bases in or around Iraq or 
Afghanistan. Congress recently received DOD's Master Plans for overseas bases but the plans are 
classified and reportedly do not address military construction in Iraq. DOD’s justification 
materials for its FY2005 Supplemental characterize most projects as either replacements of 
temporary facilities in order to avoid replacement costs and improve quality of life for troops, or 
construction to improve safety or force protection. Some projects appear to have relatively 
narrow purposes while others suggest substantial U.S. investment to improve facilities that could 
be used for the longer-term. DOD has requested its military construction funds for five years, the 
standard length of time, which could be perceived as indicating a more extended U.S. presence. 


Requests to, for example, replace tents and trailers with concrete barracks at Camp Hope, Camp 
Taji, Camp Warrior, Marez and other unspecified locations in Iraq are intended to avoid 
replacement costs and improve force protection. Some observers would characterize these 
projects as fairly narrow in scope though they could be perceived locally as signals that U.S. 
troops are likely to remain in-country for some time. 


Other projects that suggest a longer-term U.S. presence include $57 million for Balad Air Base, 
designated as a strategic aerial port, to expand aircraft ramps, construct roads and storage areas 
for equipment, and replace airfield lighting. Other projects also suggest that DOD is undertaking 
a series of investments to build up facilities for the longer-term. For example, DOD is 
requesting: 


1$32 million to replace diesel generators with a gas turbine plant at Bagram Air Base 
in Afghanistan; 


(Rs calculations based on tables in H.Rept.108-773, p.69-90; unspecified funds in regular military construction 
appropriations bills are for minor construction and planning and design. 
65 See DOD, FY2005 Supplemental Request, February 2005, p. 59-74. 


1$75.5 million for a new aerial port and utilities and infrastructure at Ali Al Salem in 
Kuwait; 

1$66 million to consolidate flight facilities at Al Dhafra Air Base in the United Arab 
Emirates; 

1$43 million to build a 12,000 foot runway in Karshi-Khanabad Air Base in Uzbekistan to 
resupply U.S. forces in Afghanistan; and 

1$36 million to construct a road used for transporting supplies to Iraq from Kuwait that 
avoids urban areas. 


Congressional Action on DOD's FY2005 Emergency Supplemental Request 


Recent congressional action on H.R.1268, the FY2005 Supplemental, suggests that DOD's plans 
for military construction in and around Iraq and Afghanistan are of considerable concern. The 
House version of H.R. 1268 cuts funding for one overseas project, the $57 million requested for 
the fuel tank farm at Bagram Airfield in Afghanistan stating that the cost of constructing a 
permanent facility rather than storing fuel in bladders would not pay off until 2012. The House 
report also voices concern about the lack of information on "how the construction projects 
requested in the supplemental are integrated with the Department's long-term strategy for the 
basing of U.S. forces in the Central Command Area of Responsibility“ The report also questions 
the emergency nature and lack of information for Congress about plans to commit the United 
States to substantial military construction in Kuwait, including two projects — $36 million for a 
road in Iraq to link up with a new Kuwaiti road and $75 million in construction at the Ali Al Salem 
Air Base in Kuwait — both intended to provide alternatives so U.S. forces would not use the 
commercial highway or airport.“ 


In the Senate report on H.R.1268, the appropriators voice considerable concern about whether 
all projects requested meet the emergency test of a supplemental. The Senate Appropriations 
Committee also questions “whether the construction of permanent facilities (where proposed), 
rather than those of a more expeditionary nature, is appropriate," adding that in light of the 
"expeditionary nature of our Nation's efforts in Southwest Asia," the Senate panel expects that 
temporary facilities would be the rule rather than the exception." Emergency funding would not 
seem appropriate for projects requiring long-term planning according to the panel. Reflecting 
these concerns, the Senate Appropriations Committee cut funds for four overseas projects — the 
fuel tank farm ($57 million) and prime power generation plant ($32 million), at Bagram Airfield in 
Afghanistan and the aerial port at Ali Al Salem Air Base in Kuwait ($76 million) and the launch, 
recovery and maintenance facility for surveillance at Al Dhafra Air Base in UAE ($66 million). 
Another sign that the committees believe military construction funds should be limited to 
emergencies is the decision by both House and Senate appropriators to approve military 
construction monies for two years rather than the 5-year life that is standard for military 
construction and that 


DOD requested. 


Table 2. Supplemental Funds for Military Construction By Location: 


66 H. Rept. 109-16,p. 32. 
67 H Rept.109-16, p.33 
68 § Rept.109-52, p.31. 


FY2001-FY2005 
Request 


(in millions of dollars) 


By country and location 
asterisks (*) designate co-located facilities Request Request 

Kandahar Airfield | oo | шо | 10 | 
DiegoGarcia 3 | oo | 134 | 
Ganci Air Base, Kyrgystan 21 | oo | 210 | 
Camp Lemonier, Djibouti | 00 | 305 | 305 | 
Karshi Khanabad Air Base, езп — | 00 | as | 2s | 
Alfallujuh rag (во | 00 | зо | 
) 2——j— | — 59 | 399 | 449 _ 
hen оо | 360 | 360 | 
Baghdad - Radwaniya Palace complex — | — 117 | oo | 117 | 
Baghdad forward operating base Facon — | _ 70 | oo | 70 | 
Baghdad, Victory Base | 1s | oo | 155 | 
Camp coore | 85 | 09 | 85 | 
tme ma — | o | 25 | 235 | 
Camp Speicher Tikrit ag | 239 | oo | 239 | 
CampWarrionirag | owo f в: | 631 | 
MuthannaBunkers aq | 00 | из | m3 | 
Marezirg O o | 122 | 122 | 
Norine area naa —̃ o [o | o 
falil Air Base rag | oo | 108 | 108 | 
гад unspecified O 00 | 3876 | 3876 | 
ү 29 | 00 } 29 
AAI salem Air Base, Kuwait | 00 | 755 | 755 | 
Al Sayliyah, Qatar | 365 | oo | 365 | 
K.watunspeciea — ава | oo | 494 _ 


FIC СТИ o9 [35 
Мова ar Base, дав | — ams | oo | 196 | 
Camp beroy tay | so | oe | 59 


Sptg Afghanistan and Iraq in the United 104.1 289.4 393.5 
States 
— . З Е 


ТЕГОВИ a ИЕТ Е 01 
тебе _ [өз [ош | бз, 
а [ою | 3 


Notes and Sources: CRS calculations based on congressional reports and DOD, FY2005 Supplemental Request for 
Operation Iraqi Freedom (OIF), Operation Enduring Freedom (OEF), and Operation Unified 
Assistance, Feb. 2005, p.59-74. [http://www.dod.mil/comptroller/defbudget/fy2006/fy2005 supp.pdf] 


Standard Authorities Governing Military Construction 

The Department of Defense (DOD) has certain longstanding permanent authorities that govern 
military construction in the United States and overseas. Under these authorities, the 
Department of Defense can undertake military construction projects for “building, structure, or 
other improvement to real property" on both military installations in the United States and those 
under the "operational control" of the U.S. military in foreign countries as long as funding is 
included to "produce a complete and usable facility" — a provision intended to ensure that 
funding was provided to complete buildings.“ 


In FY2004, Congress added language stating that funding for military construction projects could 
be used "whether to satisfy temporary or permanent requirements," and "without regard to the 
duration of operational control"[italics added].’ This change was made in response to 
congressional concerns that DOD had used some $750 million in Operation and Maintenance 
(O&M) funds for temporary military construction in Iraq and Afghanistan without informing 
Congress in advance.“ (CRS estimates above do not include these funds.) Before this change, it 
was generally assumed that military construction funding would be confined to permanent 
facilities, and that O&M funding would be used for repairs to facilities. 


© See Table Al for complete listing of authorities. 
70 Table Al and Title 10, Section 2801(b) and (c). 
7! Title 10, Section 2801 (a) and 2801(c)(2); see also H. Rept. 108-354, p. 330-331 and p. 814. 
12 See H.Rept. 108-76, conference report on the FY2003 Emergency Supplemental, p. 89-90. 


Except in certain limited circumstances and for certain types of spending, military construction 
funding is provided for individual projects at specified locations which are authorized in advance 
and where funding is designated by project. The armed services committees generally specify 
funding by state, installation, and project in statutory language and the appropriations 
subcommittees handling construction include the same information in conference report 
language.“ Both subcommittees generally receive detailed information from the Defense 
Department that include cost, schedule, location, and other information for individual projects 
using DOD's Form 1391. Some funding is provided in lump sums for minor construction, 
planning and design funds, construction improvements, maintenance of real property, and 
furnishings."^ 


Emergency Authorities 

To meet unanticipated and urgent needs, the Secretary of Defense is also allowed to carry out 
military construction projects without advance authorization if certain criteria are met and 
Congress is notified. Prior to the 9/11 attacks, Title 10 included three permanent authorities to 
meet unanticipated military construction needs: 


1Section 2803 permits the Secretary of Defense to initiate projects that are not 
authorized if they are "vital to the national security, or to the protection of 
health, safety or the quality of the environment," or where deferral would be 
inconsistent with meeting those needs. The Secretary must, however, notify 
the defense committees 21 days in advance in writing, and an annual cap of 
$45 million is placed on use of this authority; 


Section 2804 permits the Secretary to use "contingency construction" funds in 
those cases in which deferral of the project would be "inconsistent with 
national security or national interest," and requires advance notification of 21 
days; in recent years, the authorization committees have placed caps of $10 
million on contingency construction."* 


Section 2808 permits the Secretary of Defense to undertake military construction 
projects “without regard to any other provision of law,” in case of a declaration 
of war or national emergency requiring the use of armed force; Congress is to 
be notified of the project and cost (see Table A1 for more details on these 
sections). 


Additional Flexibility Provided for Military Construction Since 9/11 attacks 

In the four war-related supplemental appropriations acts enacted since 9/11, Congress has 
provided DOD with new authorities that allow the department additional flexibility to initiate 
projects where funding has not been authorized and appropriated in advance. DOD was allowed 


73 As of the 109" Congress, the Military Quality of Life and Veterans Affairs and Related Agencies Subcommittee in the 
House and the Military Construction and Veterans Affairs Subcommittee in the Senate handle military construction 
appropriations. 

74 See for example, Ronald W. Reagan National Defense Authorization Act for Fiscal Year 2005, H. Rept.108-767, p. 
809-825, and H. Rept. 108-773, p. 69-90. 

75 Title 10, Section 2808, Section 2802, Section 2803. 


76 Title 10, Section 2804; Sec. 2403 in P.L.107-107; for caps, see Sec. 2404 in P.L.107-314; Sec. 2405 in P.L. 108-106; 
and Sec. 2404 in P.L.108-376. 


to tap two special accounts that were set up to provide flexibility to allocate wartime funds 
where needed - the Defense Emergency Response Fund (DERF) and the Iraqi Freedom Fund 
(IFF). In addition, Congress gave DOD temporary authority in FY2004 and FY2005 to use 
Operation and Maintenance Funds (O&M), which are generally used for maintenance of 
equipment and facilities and to provide support services, for temporary military construction 
projects. Congress also raised the cap on contingency construction funds. 


In the case of transfers from the DERF, the IFF, or contingency construction, Congress required 
advance notification although the length of time has shrunk from 15 days to 5 days. In the 
FY2003 and FY2004 emergency appropriations acts, Congress gave DOD temporary authority to 
tap O&M funds for unanticipated, temporary, military construction projects and required 
notification 15 days after funds are obligated. Congress has also generally required quarterly 
reporting after the fact as well (see below). 


These new authorities are described below as well as in Table A-2: 


P. L. 107-117, the FY2002 DOD and Emergency Supplemental 
Appropriations Act. DOD was authorized to use the Defense Emergency 
Response Fund (DERF), for projects that are not authorized but "are necessary 
to respond to or protect against acts or threatened acts of terrorism" as long as 
the defense committees were notified 15 days in advance; 


! P.L.107-206, the FY2002 Supplemental. DOD could again tap DERF funds with 15-day 
advance notification; 


ı P.L.108-11, the FY2003 Emergency Supplemental. DOD could tap Iraqi 
Freedom Fund (IFF) appropriations with 5-day advance notifications of transfers 
to the Congressional defense committees;"? 


P. L. 108-11, the FY2003 Emergency Supplemental. DOD could transfer up to 
$150 million to contingency construction accounts for temporary or longer- 
term projects with a 7-day advance certification that the projects were 
necessary to "respond to, or protect against, acts or threatened acts of 
terrorism, or to support Department of Defense operations in Iraq,” and 
notification of the specific amounts and purposes of the projects; estimated 
costs were also required for individual projects 15 days after funds are 
obligated;®° 


77 See Section 1001(a) of PL.107-117, and H. Report 107-350, p. 441-442. 
78 Section 1001, P.L.107-206, and Н. Rept.107-593, p. 164. 

79 See section “Iraq Freedom Fund”, P.L.108-11. 

80 PT, 108-11, Section 1901. 


ı P.L.108-106, the FY2004 Emergency Supplemental. DOD could tap Iraq 
Freedom Fund appropriations for military construction projects with 5-day 
advance notifications of transfers, and quarterly reporting;?! 


P. L. 108-106, the FY2004 Emergency Supplemental. DOD could use Operation 
and Maintenance funds for construction projects if the project was for "urgent 
military requirements of a temporary nature,“ involving Iraq or the ‘Global War 
on Terrorism," on a base where the United States did not intend to stay, and 
the project was the "minimum necessary to meet operational requirements;" 
the authorizers placed a cap of $200 million on this authority.8? 


Congressional Concerns 

At the same time as Congress provided this additional flexibility to DOD to meet wartime 
requirements and acknowledged the cumbersome nature of the regular process, Committee 
reports also criticized DOD for initiating military construction projects without informing 
Congress and using inappropriate justifications to expand DOD's authority. In the report on the 
FY2002 DOD appropriations act, conferees were concerned about DOD’s decision to invoke its 
emergency authority to transfer $68.9 million from previously authorized projects to terrorist- 
related projects.?? 


There was also considerable controversy in 2004 with the publication of Bob Woodward's book, 
Plan of Attack, that alleged that DOD had spent $700 million in funds appropriated for 
Afghanistan on facilities that would later be used in the war on Iraq without informing Congress 
іп advance.“ DOD acknowledged that it had drawn $178.4 million from the Defense Emergency 
Response Fund, a fund used for the Afghan war and crisis response to the 9/11 attacks, to 
improve communications, store fuel, and upgrade facilities in the Central Command area of 
operations. That total included about $62 million to improve the Al Sayliyah headquarters in 
Qatar, set up facilities to unload and store munitions, store aircraft and support deployment of 
Army forces.? 


In the report on the FY2003 Supplemental, the conferees stated that DOD had spent $750 million 
in O&M funds for military construction to support the global war on terrorism without providing 
advance notice to Congress despite repeated requests, which was justified on the basis of an 
internal DOD memo that argued that O&M funds could be used for temporary operations 
requirements. 


The following year, in response to this action, the armed services committees changed the 
definition of military construction to include temporary as well as permanent facilities. Some 
observers argue that this change "closed a loophole" by putting temporary construction under 


3! Iraq Freedom Fund, P.L. 108-106. 


82 Section 1301, P.L108-106; the authorizers raised the cap of $150 million set in P.L.108-106 to $200 million in Sec. 
2808, P.L.108-136. 
83 See H.Rept.107-350, p. 442. 


84 Bob Woodward, Plan of Attack, New York: Simon and Shuster, 2004, p. 136-137 ?* CRS has included 


these projects in Tables 1 and Table 2. 
85 See H. Rept. 108-76, p. 89-90. 


the standard budgetary rules applying to military construction . Others would argue that this 
change blurred the distinctive nature of military construction, generally perceived as a 
permanent action signaling enduring presence. 


To give commanders operational flexibility, in the same year, Congress provided DOD with 
temporary authority to use up to $150 million in O&M funds for military construction where the 
Secretary of Defense determines that the project was: 


urgent; 

not "at an installation where the United States is reasonably expected to have a long- 
term presence"; 

where the United States “has no intention of using the construction after the operational 
requirements have been satisfied;" and 

the minimum necessary to meet the need [italics адаеа].8% 


The FY2004 authorization adopted the same criteria for a temporary one-year ‘pilot program’ 
that gave DOD authority to use up to $200 million annually in O&M funds for military 
construction overseas. DOD was required to notify Congress 7 days after funds were obligated 
for projects, and also permitted the Secretary of Defense to waive the funding cap with 5-day 
after the fact notice." By adopting after-the-fact notification rather than advance notification, 
Congress no longer required Congressional approval of these projects. 


These two changes appear to give DOD the option to fund temporary military construction 
projects using either regular military construction funding or tap O&M funding for additional 
funding later in the year. Although Congress renewed the authority to use O&M funds for 
military construction in the FY2005 DOD Authorization, DOD could not use the authority until it 
submitted reports for the previous fiscal year? This action was another signal of congressional 
dissatisfaction with DOD's performance in meeting reporting requirements. In FY2005, Congress 
prohibited DOD from using any of its funds to "initiate a new installation overseas" without 
advance notification in the FY2005 DOD Appropriations Act, which again, may signal concern that 
funds have flowed into military construction without congressional notification.®° 


Most recently, the House Appropriations Committee placed a hold on obligations of much of the 
$1.0 billion in overseas military construction funding requested in the FY2005 Supplemental until 
DOD submits "comprehensive master plans for overseas military installations" required with the 
FY2006 budget.?? That plan was submitted to the congressional defense committees in mid- 
March but is classified and reportedly does not address facilities in Iraq. 


Tables A-1 and A-2 in the Appendix provide additional details on these military construction 
authorities. 


86 Sec. 1301, P.L.107-106. 
87 Sec.2808, PL. 108-136, H. Rept. 108-354, p. 816. 


88 Section 2810, H. Rept 108-767, p. 318. 
89 See H.Rept. 108-622, p. 19-20, and 22. 
90 See Sec. Chapter 2, H.R.1268 as engrossed by the House and sent to the Senate, 3-16-05. 


Type of 
Construction 


Definition of 
Military 
Construction 


Military 
construction 
authorization 


CRS-45 


Appendix. Statutory Authorities Governing Military Construction 


Table Al. Permanent Military Construction 


Authorities 


Funding Limits 


Not applicable. 


Not applicable. 


Requirements 


10 USC 2801 defines a military construction project as all work 
"necessary to produce a complete and usable facility ог... 


nu 


improvement,” “whether to satisfy temporary or permanent 


requirements... of facilities in the United States or “under the 


operational control” of the U.S. military “without regard to the 


duration of operational control" (Language in italics added by P.L. 


108-136 in FY2004) 


Projects must be authorized by law. 


Statute 


10 USC 2801; 
amended by 
P.L.108-136, 
FY2004 DOD 
Authorization 
Act. 


10 USC 2802 


CRS-46 


Emergency Limited to $45 million per Secretary per May initiate unauthorized projects that are: 10 USC 2803 
construction fiscal year within remaining unobligated (1) Vital to the national security or to the protection of 
military construction funds. health,safety, or the quality of the environment, and 
(2) So urgent that deferral until the next Military 
ConstructionAuthorization Act is inconsistent with national 
security or the protection of health, safety, or environmental 


quality. 
Secretary must wait 21 days after reporting in writing to 
appropriate committees: 

(a) justification for the project and current cost estimate; 
(b) justification for project under this subsection, and; 

(c) funding source for project. 


Table A1. Permanent Military Construction Authorities 


Type of 
Construction Funding Limits Requirements Statute 


Contingency Within existing funds. Secretary of Defense may initiate unauthorized projects where 10 USC 2804 
construction deferral to next authorization would be "inconsistent with national 


Cap of $10 million included in FY2002, security or national interest." Requires 21 day wait after notification 
FY2003, and FY2005 DOD Authorization in writing to appropriate committees with: 


Acts; cap of $9 million in FY2004 DOD (1) justification and current cost estimate; 
Authorization Act. (2) justification for project under this subsection; and (3) 


funding source for project 


Unspecified minor 
construction 


Type of 
Construction 


Within a total equal to 125 percent of the 
amount authorized by law for unspecified 
minor construction, DOD may initiate 
unauthorized military construction projects 
of up to $1.5 million or up to $3.0 million to 
correct threats to life, health, or safety; $5 
million limit applies to exercise-related 
projects of the Joint Chiefs of Staff outside 
the United States. Projects over $750,000 
must be authorized by military secretary. 


DOD may use operation and maintenance 
funding for minor construction costing $1.5 
million or less or $3.0 million or less for 
projects to protect health and safety. 
Limitation do not apply to projects to 
enhance deployment and mobility of 
military forces and supplies. 


CRS-47 


Secretary of Defense must wait 21 days after notifying appropriate 
committees for projects costing over $1.5 million providing 
information on 

(1) decision; 

(2) justification for the project ; and 

(3) estimated cost. 


Table A1. Permanent Military Construction Authorities 


Funding Limits 


Requirements 


10 USC 2805 


Statute 


CRS-48 


Declaration of War | No cap or limits. In the event of the declaration of war or national emergency 10 USC 2808 
or National requiring the use of armed force, the Secretary of Defense, without 
Emergency regard to any other provision of law, DOD may undertake 

unauthorized military construction projects to support such use of 

the armed forces [italics added]. The Secretary of Defense shall 

notify the appropriate committees of Congress of the decision and 

of the estimated cost of the construction projects, including the 

cost of real estate required. 


The President made the necessary declaration in Executive Order 
No. 13235 of Nov. 16, 2001, and the authority was extended in 
2002 and 2004. The authority ends with the termination of war or 
national emergency. 


Sources: Table compiled by Daniel Else and Amy Belasco, CRS, Foreign Affairs, Defense and Trade from the statutes and reports cited above. 
Table A2. Temporary Military Construction Authorities, FY2002-FY2005 


Act Authority Reporting Requirement 


Fiscal Year 2002 
Department of 
Defense 


Appropriations (P.L. 


107-117, H. Rept. 
107-350, Division B 


Fiscal Year 2002 
Supplemental 


Appropriations (P.L. 


107-206, H. Rept. 
107-593) 


Within amounts made 
available to the Department 
of Defense from funds 
appropriated in Public Law 
107-38 in Defense Emergency 
Response Fund, (DERF) and 
this Act, Secretary of Defense 
may carry out unauthorized 
military construction projects 
determined to be necessary to 
respond to or protect against 
acts or threatened acts of 
terrorism. 


Amounts made available to 
the Department of Defense 
from funds appropriated in 
this Act may be used to carry 
out unauthorized military 
construction projects that the 
Secretary of Defense 
determines are necessary to 
respond to or protect against 
acts or threatened acts of 
terrorism. 


CRS-49 


DOD may obligate funds for projects 15 days after notifying the appropriate 
committees of Congress of: 

(1) The determination to use such amounts for the project. 

(2) The estimated cost of the project and the accompanying Form 1391. 


Removes legal barrier to use of funds deposited into DERF account for military 
construction 


Conferees directed DOD to use unobligated balances from fiscal years prior to FY 
2002 for terrorism-related military construction, and if insufficient, then 
unobligated funds from FY 2002 authorized projects. 


DOD may obligate funds for projects 15 days after notifying the appropriate 
committees of Congress of 

(1) The determination to use such amounts for the project. 

(2) The estimated cost of the project and the accompanying Form 1391. 


Division B, 
Chapter 10, Sec 
1001 (a) and (b) 
and Joint 
Explanatory 
Statement 


Sec 1001 (a) and 
(b) and Joint 
Explanatory 
Statement 


Fiscal Year 2003 
Emergency Wartime 
Supplemental 
Appropriations (P.L. 
108-11, H. 

Rept. 108-76) 


Authority 


Permits DOD to transfer funds 
from newly-established Iraq 
Freedom Fund (IFF) to military 
construction accounts. 


Permits obligation of military 
construction or minor 
construction funds. 


The Secretary of Defense may 
transfer not more than $150 
million of funds in this 
appropriation, in addition to 
any other DOD transfer 
authority, to the contingency 
construction account (10 USC 
2804) to carry out 
unauthorized military 
construction projects. 


Authority 


CRS-143 


Reporting Requirement 


Secretary of Defense may not make transfers until 5 days after notifyin 
congressional defense committees in writing of details of transfer. 


Requires DOD to submit a report no later than July 1, 2003, and then 3 
after the end of each fiscal quarter to congressional defense committe 
summarizing details of transfers of funds from this appropriation. 


Requires DOD notification of congressional defense committees no late 
days after the obligation of funds for military construction activities or 
construction in excess of $7.5 million. 


Transfer cannot be made until 7 days after Secretary of Defense submit 
notification to appropriate committees of Congress certifying the trans 
necessary to respond to, or protect against, acts or threatened acts of 
or to support Department of Defense operations in Iraq, and specifying 
amounts and purposes of the transfer, including a list of proposed proj 
their estimated costs. 


Requires that the Secretary of Defense shall submit written notice to tl 
appropriate committees of Congress no later than 15 days after the ob 
the funds for the project, specifying the estimated cost of the project a 
including Form 1391. Defines "military installation" to include not only 
structures, and other improvements to real property under the operat 
control of the Secretary of a military department or the Secretary of D: 
also those used by the Armed Forces, regardless of whether such uses ‹ 
to be temporary or of longer duration [italics added]. Waives requirem 
day advance notification in 10 USC 2804. 


Reporting Requirement 


143 


Fiscal Year 2004 
Emergency 
Supplemental for 
Defense and 
Reconstruction, 
P.L.108-106 


FY2004 Department 


of Defense 
Authorization Act, 
(P.L.108-136) 


Act 


FY2004 DOD 
Authorization Act 


(P.L.108-106) 


Permits transfer of funds from 
Iraq Freedom Fund to military 
construction. 


Permits DOD to use up to 
$200 million in O&M funds for 
temporary military 
construction projects outside 
the United States for one year. 
Cap may be waived by 
Secretary of Defense if 
projects are "vital to national 
security" with notification to 
Congress 5-days after waiver. 


Authority 


One-year extension of 
authority to use up to $200 
million of O&M for military 
construction projects 
authorized. 


CRS-144 


Requires 5-day advance written notification by the Secretary of Defens 
congressional defense committees of details of transfers. 

Requires quarterly reports no later than 30 days after the end of each f 
quarter to congressional defense committees summarizing details of tr 


The conferees direct the Central Command to submit its master plan f 
in the Central Command area of responsibility, including the operation 
requirements and the planned disposition of equipment, aircraft and p 
no later than December 1, 2003 in both classified and unclassified forn 
moved to FY2006 budget in H.Rept 108-372, conference report on FY2 
Military Construction Appropriations. 


Secretary of Defense must certify that projects meet the following crit: 
(1) urgent military requirements during a declared state of emergency 
contingency operation; 

(2) not at an installation where the United States is "reasonably e 
havea long-term presence;" 

(3) United States has no intention of using construction after milit 
requirementis satisfied; 

(4) construction is minimum necessary. 

Secretary must notify congressional defense committees within 7 days 
obligating funds, including description of purpose, documentation, anc 
funding. 


Requires quarterly reports 30 days after end of quarter on worldwide c 
and expenditure of funds. 


Reporting Requirement 


Authority not available until DOD submits the quarterly reports require 
FY2004. 


- 144- 


CRS-145 


Fiscal Year 2005 No funding provisions. The President shall report to Congress by January 1, 2005 detailing esti 
Department of costs from FY2006 to FY2011 of Operation Iraqi Freedom and Operatio 
Defense Freedom, or any related military operations in and around Iraq and Afg 
Appropriations (P.L. and the estimated costs of reconstruction, internal security, and relate 
108-287, H. Rept. support to Iraq and Afghanistan. 

108-622) President may waive the requirement only if he certifies in writing to tl 
Congress that estimates of these future military and economic support 
cannot be provided for purposes of national security. 


FY2005 DOD Prohibits using any funds in act to initiate new installations overseas w 
Appropriations Act 30day advance notification to congressional defense committees. 
(P.L.108-287) 


Sources: Table compiled by Daniel Else and Amy Belasco, CRS, Foreign Affairs, Defense and Trade from the 
statutes and reports cited above. 
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ATTACHMENT #A7754 


HIGHLY CONFIDENTIAL 


IV. INTELLIGENCE COMMUNITY 
ANALYSIS OF IRAQ'S BIOLOGICAL 
WEAPONS PROGRAM 


A. Background 


(U) Prior to the October 2002 National Intelligence Estimate ОЛЕ) on Iraq 's Continuing Programs of 
Weapons ofMass Destruction, the Intelligence Community (IC) prepared several coordinated papers that 
contained assessments of Iraq's biological weapons (BW) program. Prior to the departure of inspectors in 
1998, IC assessments focused largely on the United Nations Special Commission's (UNSCOM) findings in 
Iraq, outstanding compliance issues, and the IC's assessment of the difficulties UNSCOM would face as it 
attempted to gain full Iraqi compliance with United Nations Security Council (UNSC) resolutions requiring 
its disarmament. 


(U) In February 1999, the Intelligence Community reported in Iraq: WMD and Delivery Capabilities After 
Operation Desert Fox, that Iraq probably retained the personnel, documentation, and much of the critical 
equipment necessary to continue and advance its weapons of mass destruction (WMD) and delivery 
programs. Iraq possessed biological agent?!stockpiles that could be, or already were, weaponized and 
ready for use, but the paper did not state definitively that Iraq had biological weapons. The size of those 
agent stockpiles was said to be uncertain and subject to debate, and the location, nature, and condition 
of the stockpiles was also unknown. Iraq's production of biological weapons was assessed to be largely 


?! BW agent is 4 dangerous biological pathogen. The agent must still be disseminated or distributed effectively in a 
weapon or some other type Of delivery mechanism to effect the intended target. 
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dormant, but the IC observed that Iraq could begin BW agent production within days of a decision to do 
SO. 


E 1999 National Intelligence Council (NIC) Memorandum titled Iraq: 
Post-Desert Fox Activities and Estimated Status of WMD Programs noted that in the wake of Operation 
Desert Fox, the "loss of United Nations (UN) inspectors on the ground and of airborne imagery from the 
UNSCOM U-2 flights make it difficult to determine whether activity detected at known dual-use? sites is 
related to WMD production." It went on to note that Iraq may have already resumed some BW production 
but the IC had no reliable intelligence to indicate this, and assessed that in the absence of UN inspectors 
Iraq would expand its BW activities. A month later, the IC expanded this judgment in the August 1999 NIE, 
Worldwide BWprogram: Trends and Prospects (NIE 2000-12HCX), which stated that Iraq's "BW program 
has continued since the Gulf War, and we judge it 1s being revitalized now that the United Nations Special 
Commission (UNSCOM) monitoring and inspection activities are suspended." This NIE was updated in 
December 2000 (Worldwide BW Programs: Trends and Prospects Update (NIE 9905CX/D)), when the IC 
adjusted upward its assessment of the BW threat posed by Iraq, citing new intelligence acquired in 2000. 
The IC's concern about Iraq's BW program began to grow in early 2000 when the Defense Human 
Intelligence Service (DHS) began reporting the debriefings of an Iraqi engineer, the human intelligence 
(HUMINT) source code named CURVE BALL, who claimed to have worked on a project in Iraq to 
construct seven mobile biological production units. The December 2000 Worldwide BW NIE stated in its 
key judgements that: 


(U) Despite a decade-long international effort to disarm Iraq, new information suggests 
that Baghdad has continued and expanded its offensive BW program by establishing a 
large-scale, redundant, and concealed BW agent production capability. We judge that Iraq 
maintains the capability to produce previously declared agents and probably is pursuing 
development of additional bacterial and toxin agents. Moreover, we judge that Iraq has 
BW delivery systems available that could be used to threaten US and Allied forces in the 
Persian Gulf region. 


— In December 2000, at the request of the National Security Council, the IC also produced an 
Intelligence Community Assessment (ICA) on Iraq's WMD programs that included an assessment of the 
state of Iraq's BW program. The paper assessed that Iraq had largely rebuilt declared facilities damaged 


?? The term dual-use, in а BW context, refers to technology that is useful both for biological warfare and legitimate 
biotechnical, agricultural and public health needs. An example would be a fermenter that is useful for both making vaccines and 
biological warfare agents. 
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during Operation Desert Fox and expanded WMDcapable infrastructure. Specific to BW, the paper 
assessed: 


e We cannot confirm whether Iraq has produced biological agents, although in the case of 
biological weapons, credible reporting from a single source suggests it has done so on a large 
scale and had developed a clandestine production capability. 


e Our main judgment about what remains of Iraq 's original WMD programs, agents stockpiles, and 
delivery systems have changed little: Iraq retains stockpiles of chemical and biological agents and 


munitions. 

e IC analysts are increasingly concerned that Saddam has acquired a clandestine BW production 
capability which has the potential to turn out several hundred tons of unconcentrated BW agent 
per year. 

e According to reporting from a single source, Iraq has constructed seven transportable — via 


trucks and rail cars — plants, some of which have produced BW agents. Although the information 


is unconfirmed, it tracks with UNSCOM evidence acquired in the mid- 199ffs that Iraq was 
considering such a program. 


e Recent analysis suggests that Iraq has built and is operating a new castor oil plant. Castor oil has 
various civilian applications, but leftover bean pulp could easily be used to make the BW agent 
ricin. 

e New construction at a few dual-use facilities formerly associated with the BW program has raised 


our concern about Iraqi intentions. Nevertheless, we are unable to determine because of the lack 
of intelligence information or observable signatures — whether Iraq is diverting these or other of 


its many pharmaceutical, vaccine, or pesticide plants to produce BW agents. 


L According to multiple sources, Iraq is bolstering its BW research and 


such research & development (R&D) was being carried out while UNSCOM was active in Iraq. 


Iraq could easily have intensified and expanded this work over the last two years. 


e A limited body of reporting suggests that Iraq is seeking through its extensive procurement 
network dual-use equipment and other materials for BW research. 
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(U) The 2000 ICA also discussed at length the significant uncertainties associated with Iraq's failure to 
satisfy UN inspectors that it had destroyed all of its biological weapons, agent and growth media. 


(U) The IC published, The BW Threat to the Global and US Agricultural Sectors (ICB 
2001-09) in March 2001, and Smallpox: How Extensive a Threat? (ICB 2001-34HC) in 


December 2001 , which stated for the first time that "we think chances are even that smallpox is part of 
Baghdad's offensive BW program, although credible evidence is limited." A chart included in the 
December 2001 assessment indicated the likelihood that smallpox is part of Iraq's "current offensive BW 
program" was medium, which was defined on the chart as "40-60%." 


The chart also indicated that the "quality of information" to support this assessment was "poor." (U) While 
the Intelligence Community had adjusted upward its assessments of the BW threat posed by Iraq 
beginning with the 2000 Worldwide BW National Intelligence Estimate (NIE), the October 2002 NIE 
represented a shift in the IC's judgments about Iraq's biological weapons program. Many of the 
uncertainties that were expressed in all previous IC assessments about what was known about the BW 
program were not contained in the NIE's text. The starkest shift was the judgment that "Baghdad has. 
biological weapons." АП previous assessments had stated that Iraq could have biological weapons. The 
other significant change was the assessment that all key aspects R&D, production, and weaponization?’ — 
of Iraq's offensive BW program were active and that most elements were now larger and more advanced 
than they had been before the Gulf War. Given this shift in the IC's assessments, Committee staff focused 
their work on the analysis of Iraq's biological warfare program in the 2002 NIE. 


(U) The Committee examined each of the IC's assessments outlined in the NIE and the available 
intelligence that supported those assessments. Committee staff also interviewed analysts and officials 
from the National Intelligence Council (NIC) and every intelligence agency involved in the biological 
section of the NIE including the Central Intelligence Agency (CIA), the Defense Intelligence Agency 
(DIA), the National Imagery and Mapping Agency” (NIMA), and the State Department's Bureau of 
Intelligence and Research (JNR). The Committee also interviewed IC personnel responsible for 
intelligence collection regarding Iraq's BW capabilities and former UN inspectors. 


(U) The Deputy National Intelligence Officer (NIO) for Science and Technology assembled the biological 
warfare section of the NIE from a compilation of previous IC publications concerning Iraq's BW program. 
The material in the BW section was drawn from the Iraqi BW section of a draft update to the December 
2000 Worldwide BW NIE that was titled, Worldwide BWPrograms: Trends and Prospects Update, a 


93 Weaponization refers to taking biological warfare agent and placing it in an effective delivery system, such as a 
spray tank system or artillery shell. 
94 МІМА has recently been renamed the National Geospatial-Intelligence Agency (NGA) 
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September 12, 2002 CIA paper that was provided in support of the Director of Central Intelligence (DCI) 
testimony before the Senate Select Committee on Intelligence, the Iraqi BW section from the draft NIE, 
Nontraditional Threats to the US Homeland Through 2007, and the September 1 7, 2002 testimony and 
background material produced for the DCI for use with the Senate Select Committee on Intelligence and 
the Senate Armed Services Committee. 


(U) The DIA analyst, who was a key player in producing the Iraqi section of the draft update to the 
December 2000 Worldwide Biological Weapons NIE, told Committee staff that the draft was revised in 
three successive rounds of electronic mail (e-mail) coordination with his IC counterparts. The DIA analyst 
told Committee staff that the comments he received from his IC counterparts in this e-mail coordination 
process did not significantly change any of the overall assessments, and only offered more detail and 
"refined our assessments." The DCI refused to provide the Committee with copies of draft revisions of the 
BW section of the October 2002 NIE. NIC officials and IC analysts told Committee staff that there was no 
significant dissent from any IC agencies concerning the October 2002 NIE's BW assessments. 


(a) As the title of the October 2002 NIE's BW section, "Biological Warfare Program 
—Larger Than Before," indicates, the primary assessment of the BW section of the NIE was that, not only 
had Iraq continued its BW program since 1991 in defiance of international efforts to disarm Iraq, but the 
program had advanced beyond what it had achieved prior to the 1991 Gulf War. This overall assessment is 
stated clearly in both the key judgments and the first sentence of the body of the BW section: "we assess 
that all key aspects — R&D, production, and weaponization — of Iraq's offensive BW program are active 
and that most elements are larger and more advanced than they were before the Gulf War." An important 
component of this overall assessment is a statement found in the second sentence of the NIE's key 
judgments section, "Baghdad has chemical and biological weapons This statement was not repeated 
in the body Of the NIE'S BW section. The CIA BW analyst noted during an interview with 
Committee staff that sentence should have carried the caveat 
that we assess that Baghdad has biological weapons, to better 
reflect the uncertainties associated with this judgment. in retrospect, believes that the 


(U) To support the assessment that Iraq's offensive BW program was larger and more advanced 
than it was before the Gulf War, and that Iraq had biological weapons, the NIE makes the following 
assessments: 


"EE Baghdad has transportable facilities for producing bacterial and toxin BW agents. 


"EMEN Baghdad has been able to renovate and expand its fixed dual-use BW agent production 
facilities. 
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"EHE ve assess that Iraq has some BW agents and maintains the capability to produce a variety 
of BW agents. 
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"EE inthe absence of UN inspectors, Iraq probably has intensified and expanded research and 
development in support of Iraq's BW program. Baghdad probably has developed genetically 
engineered BW agents. 


"EHE © wo assess that Baghdad also has increased the effectiveness of its BW arsenal by 
mastering the ability to produce dried agent. 


- Iraq's capability to manufacture equipment and materials . . . and to procure other necessary, dual- 
use materials . . . makes large-scale BW agent production easily attainable. 


"EMEN The nature and amounts of Iraq's stored BW material remain unresolved by UNSCOM 
accounting. 


"EHE Wc judge that we are seeing only a portion of Iraq's WMD efforts, owing to Baghdad's 
vigorous denial and deception efforts. 


(U) The following sections outline the Committee's examination of the intelligence supporting 
the arguments behind the NIE's assessment that Iraq 's offensive BW program was larger and more 
advanced than before the 1991 Gulf war. 


B. Baghdad Has Transportable Facilitiesfor Producing Bacterial and Toxin BWAgents 


— O) The stated that "Baghdad has transportable facilities for producing bacterial 
and toxin BW agents and may have other mobile units for researching and filling agent into munitions or 
containers, according to multiple sources. Iraq has pursued mobile BW production options, largely 
to protect its BW capability from detection, according to a credible source." 


—ü— A large part of the NIE's discussion of the alleged mobile BW production units was based on 
information provided by a source described in the NIE as "a credible source" and "an Iraqi defector 
deemed credible by the IC." The source was an Iraqi defector who had been the subject Of debriefings 


since 2000. 


He was believed by the IC to have been a project engineer involved in the design and production 


of = biological production facilities in Iraq · 


The source is hereafte 


———— 
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referred to by the codename he was given .... Ме 


BALL“. 


€) The Committee was provided with 112 reports from the debriefings of 


CURVE BALL. CIA, DIA and FNR BW analysts all told Committee staffthat CURVE BALL provided 
the majority of the specific detail in the IC's assessments concerning the mobile BW production units. An 
INR BW analyst told Committee staff that 1f the reporting from CURVE BALL was removed from 
consideration it would have reduced his confidence in the assessment that Iraq had mobile BW production 
units. The NR BW analyst noted that without CURVE BALL ". . . you probably could only honestly say 
that Iraq would be motivated to have a mobile BW program and that it was attempting to procure 
components that would support that." 


— Additional reporting from CURVE BALL, and additional human intelligence 
(HUMINT) sources that analysts believed corroborated his reporting, was instrumental in the IC shifting its 
characterization of Iraq 's mobile BW production program from an assessment in December 2000 that 


Stated, "according to credible US militaryreporting > 

Baghdad now can produce biological agents in transportable plants" to the 2002 NIE's assessment that 
"Baghdad has transportable facilities for producing bacterial and toxin BW agents and may have other 
mobile units for researching and filling agent into munitions or containers, according to multiple sources" 
(emphasis added). A CIA BW analyst told Committee staff that, "The big factor changing assessments that 
we had since the Gulf War was this body of reporting we got on the mobile BW program." 


1 The NIE stated that CURVE BALL reported that, . . seven mobile BW production 
units were constructed and that one began production as early as 1997." The NIE also said that, according 


to CURVE BALL, the seven units wereroduced 


Reports from CURVE BALL provided to the Committee described 
the production of seven mobile BW production units. One report | t. 


Suggesting that production was 


underway in 1997. One Of the reports also described _ O 


—"construction of each of the new mobile biological weapons (BW) agent production units." 


The NIE stated that "the reported locations of these plants have been identified in 
imagery, but Iraq has most likely dispersed these units since the source defected." Several reports from 
CURVE BALL described the locations of the seven mobile production units. 
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Imagery analysts used this information to identify what they assessed to be the locations in Iraq described 
by CURVE BALL. In interviews with Committee staff, IC analysts indicated that they viewed the 


identification of the sites on imagery, and the fact that buildings were — toaccommodate the 
mobile production plants as described by CURVE BALL, as corroboration of CURVE BALL's reporting. 
A CIA BW analyst told Committee staff that "we were able to identify the sites he had named to be 
agricultural sites housing these mobile plants. Stuff like that looked like more corroboration to us at the 
time." The CIA BW analyst also noted that while the IC was confident that it had identified the seven sites 
that CURVE BALL was discussing, "when we reviewed the imagery we couldn't find any evidence of the 
[mobile BW production] 
plants being there. 


plants being there. 


1 The NIE's discussion of the mobile biological production units concluded with the estimate 
that if all seven units were operational, Iraq would take . . . approximately 14 to 26 weeks to produce the 
amount UNSCOM assessed was actually produced prior [to] the Gulf 


1. Other Sources 


16 The NIE stated that the 


information concerning Iraq's efforts to build evidence that Iraq inthe: mobile 
BW production facilities . . . tracks with in , the mid- 


1990s was considering a mobile fermentation capability; The — evidence is described in 
a December 1996 HUMINT report that provided a translation of two Iraqi handwritten notes 


"һе report described how the undated notes were 
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written on Iraqi Military Industrial Corporation letterhead found in late 1995 and provided a summary of 
their contents: 


— . —ĩjꝙ,ꝗ5t03 
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12] The NIE also noted that another source provided information to ће IC оп mobile 
biological research laboratories. The NIE said, "in mid-1996 Iraq decided to establish mobile laboratories 


for BW agent research to evade UNSCOM inspections, according to 


an Iraqi defector associated With the Iraqi National Congress (N). . 
— is hereafter referred to as the INC source. The information provided by the INC source is detailed in a 
March 2002 Defense HUMINT Service (DHS) intelligence report. The report discussed a project 
involving several Iraqi ministries, including the Iraqi Intelligence 


Service, to procure labs that would allow Iraq to conceal "biological research operations" from UNSCOM 
inspectors. The report noted that the source was "unaware of the exact nature of the research conducted in 
the labs." This report, which does not discuss mobile BW production, was the only report concerning 
mobile BW units from this source. In addition to the INC source, the IC provided the Committee seven 
other reports concerning Iraqi mobile biological laboratories. None of these reports discussed mobile BW 
production units. 
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нн Although he was not specifically referenced in the text Of the NIE, the 
IC also provided the Cornmittee with an intelligence report from the debriefing of another Iraqi um seeker 


A report from June 2001 , which was the only report from 
this source provided to the Committee, said that Iraq had transportable facilities for the production of 
biological weapons mounted on trailers at a special armaments factory in Iraq, and that there were other 
Iraqi sites where biological weapons were produced. The report noted that protective gear had to be worn 
in these transportable facilities, which were housed in partially underground buildings that were 
surrounded by a fence. The report also stated that "anyone with open sores was strictly forbidden access to 
these facilities," and that "warheads with biological agents were stockpiled at this site." 


1... Committee staff several areas Of concern regarding the HUMINT sources upon 
which the IC relied to build its assessments concerning Iraq's mobile BW production program. Those 


sources were CURVE BALL, — the INC source, and 


2. CURVE BALL 


A CIA BW analyst told Committee staff that the translation process used to debrief 
CURVE BALL led to some misunderstandings. CURVE BALL spoke in English and 
Arabic, which was translated into a Western European language. 


DHS officers E | translated the reports back into English before transmitting them to the 
Intelligence Community. 


Arabic, which was translated into a Western European 


— 


CRS-158 


CRS-159 


The IC provided the Committee with a copy of an evaluation of the intelligence 
reporting from BALL by analysts. The evaluation stated that "overall, the fact that the source may 
be valuable and the reporting appears to be of major significance are presently compromised by reporting 
inconsistencies as noted in 


the guidance below." 


The DHS intelligence officer responsible for collecting and 


reporting the intelligence from CURVE BALL was unable to tell Committee staff whether these concerns 
had been raised = The DHS intelligence officer did not recall the particular evaluation provided by the 
DIA BW analysts, or if = provided any information in response. 


A CIA BW analyst told Committee staff that a Department of Defense (DOD) detailee 
who provided technical advice on CURVE BALL " thought that the guy might be an alcoholic and 
that bothered him a lot." The detailee who provided technical advice to the CIA Directorate of Operations 
(DO) on BW matters, met CURVE BALL in May 2000 in order to minister 


The detailee is the only American intelligence official to 
have met CURVE BALL before Operation Iraqi Freedom. 


———— 
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О) The DOD detailee raised several concerns about CURVE BALL's reliability in an electronic mail (e- 
mail) he wrote to the Deputy Chief Of theCIA’s 


Iraqi WMD Task Force after reading a draft of Secretary Powell's speech to the U.N. The detailee noted 
that "I believe I am still the only [United States Government] USG person to have had direct access to him. 
There are a few issues associated with that contact that warrant further explanation, in my opinion, before 
using him as the backbone for the Iraqi mobile program." The detailee explained, 


I do have a concern with the validity of the information based on "CURVE BALL" having 
a terrible hangover the morning =I agree, it was only a one time interaction, however, he 


knew he was to have a on that particular morning but tied one on anyway. 
What underlying issues could this be a problem With and how in depth has he been 
? 


The DOD detailee also expressed concern in his e-mail that, 


During the meeting a couple of months ago when I was allowed to 
request that we / USG“ wanted direct access to 
that was 


CURVE BALL, replied 
that in fact not possible, were having major handling issues with him and were 
attempting to determine, if in fact, CURVE BALL was who he said he was. These issues, 
in my opinion, warrant further inquiry, before we use the information as the backbone of 
one of our major findings of the existence of a continuing Iraqi BW program! 


O) The detailee' s e-mail was sent to the Deputy Chief Of mel O 


Iraqi WMD Task Force on February 4, one day before Secretary Powell delivered his speech. The detailee 
told Committee staff that prior to receiving a draft copy of Secretary Powell's speech he had "had many 
discussions with the analysts about my concerns with CURVE BALL as this whole thing was building up 
and taking on a life of its own. I was becoming frustrated, and when asked to go over Colin Powell's 
speech .. . and I went through the speech, and I thought, my gosh, we have got — I have got to go on 
record апа make my concerns known. . . ." 
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The detailee also told Committee Staff that during n MEE 

Of CURVE BALL, he had several opportunities to speak with 
responsibility for debriefing CURVE BALL. 

The detailee observed that ". . . this is an opinion of mine and I really 
have nothing else to base it 


- 155 - 
on, but it was obvious to me that his case officer, for lack of better words, had fallen in love with his asset 
and the asset could do no wrong. I mean, the story was 100 percent correct as far as 


was concerned." 


The INR BW analyst also told Committee staff that he was not aware that the detailee 
The INR BW analyst also told Committee staff that he was not aware that the detailee had concerns that 
CURVE BALL might have a drinking problem. 


(—) Because of Committee staff's concerns about the IC's reliance оп a single source and questions about 
CURVE BALL's reporting, the Committee requested an IC assessment of CURVE BALL and his 
reliability. The DHS provided the Committee with an information paper on December 1 7, 2003 that 
stated ". . . the Iraqi design engineer [CURVE BALL] is not a biological weapons expert nor is he a life 
science expert. Source simply designed production facilities. He never claimed that the project he was 
involved in was used to produce biological agents." The DHS assessment also noted that "the source's 
reporting demonstrates a knowledge of and access to personalities, organizations, procurement, and 
technology related to Iraq's BW program." Concerned that the assessment had said the primary source 
behind the IC's assessments of the Iraqi mobile BW production program had "never claimed that the 
project he was involved in was used to produce biological agents," Committee staff asked DHS to clarify 
what appeared to be a serious discrepancy. The DHS was unable to respond to the request for several 
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weeks, noting to Committee staff that the matter was being handled by the DCT's staff. The DHS then 
issued a correction to the Committee on January 15, 2003 that stated the information in the December 1 7, 
2003 paper contained several errors and 


=* The DHS correction also stated that "by virtue of his position, and as reflected in the published 
Intelligence Information Reports, the source demonstrated extensive knowledge of Iraq's BW program. As 
the project manager, he had intimate details of the mobile BW program." The author of the December 
2003 DHS paper which stated that CURVE BALL "never claimed that the project he was involved in was 
used to produce biological agents" was the DHS intelligence officer who had primary responsibility 


for collecting and reporting the intelligence from CURVE BALL's debriefings. In an interview 
with Committee staff, the DHS officer stated that in his haste to provide an assessment of the source to the 
Committee, he had misread some of the intelligence reports from the source. 
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(À) Committee staff asked a U.S. Department of Defense (DOD) polygraph expert with 29 years of 
experience with polygraph examinations about the possibility of a "false negative" resulting from a 
polygraph examination. А false negative is when a subject who is telling the truth is judged to be 
deceptive on a polygraph. The DOD polygraph expert told Committee staff that in regard to polygraph 
examinations, "anything could always be a false positive or a false negative. The polygraph is not 100 
percent accurate and will never be 100 
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percent accurate, because we're dealing with the psychology and the physiology of the 


individual." 


4. INC Source 


As previously discussed, a March 2002 report from the INC source, ИШИ... 

in 1996 Iraq decided to establish mobile laboratories for BW agent research to evade 
UNSCOM inspections. The NIE described the source by name and noted that he was an "Iraqi defector 
associated with the Iraqi National Congress." He had defected from Iraq in late 2001, and was brought to 
the attention of the DIA by Washingtonbased representatives of the INC in February 2002. After several 
meetings with the INC source, a DIA debriefer assessed that some of the information he provided ". . . 
seemed accurate, but much of it appeared embellished." The DIA debriefer believed that the source had 
been coached on what information to provide." The DIA's report from the INC source, however, 
described him as a "first time reporter who is considered reliable" and does not note the debriefer's 
concerns that he had been coached or that he had embellished information. The report also stated that the 
"source passed a DHS-administered polygraph regarding information included in this report." 
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In April 2002, the CIA published an assessment of the INC source that stated that DHS 
had terminated contact with him after four meetings because of suspicions he was a fabricator. In May 
2002, DIA issued a "fabrication notice" which said that the information the NC source provided was 
"assessed as unreliable and, in some instances, pure fabrication." A DIA investigation of this source that 
resulted in the fabrication notice, questioned the source's truthfulness and noted that the ". . . information 
is now considered suspect." Although the source passed "an issue-specific DIA administered polygraph 
examination, DIA's discussions with the examiner indicate that some areas were not fully explored, 
which could account for the potential fabrication." In July 2002, the National Intelligence Officer for 
Near East and South Asia provided the Assistant Secretary of State for Near Eastern Affairs with an 
assessment of Iraqi defectors who had been brought to the attention of the IC by the INC and noted the 


concerns the DIA and the | abOUt the Source'S reliability. Despite the April 2002 CIA 
assessment, the May 2002 fabrication notice and the July 2002 assessment suggesting the source may 
have fabricated information, the source was highlighted in the October 2002 NIE, and he was one of the 
four HUMINT sources specifically referred to in the part of Secretary Powell's February 2003 speech 
before the UN Security Council that discussed the mobile BW production units. 


® 5. iz 


Ss ; Although he not specifically referenced in the text Of the NIE, the IC also 
provided the Committee with an intelligence report from the debriefing of another Iraqi asylum seeker 


The June 2001 report, which is the only 
report from this source that discussed mobile BW units, stated that there were transportable facilities for 
the production of biological weapons mounted on trailers at a special armaments factory in Iraq, and that 
there were other Iraqi sites where biological weapons were produced. The detailee also expressed concern 
about this source in his e-mail concerning Secretary Powell's UN speech. He noted that the source was 


› "t one whose reliability nor reporting has been evaluated," and said the 
reporting had inconsistencies that needed further checking. The detailee added, "we sure didn't give much 
credence to this report when it came out. Why now?" The detailee's e-mail was written four months after 
the NIE was published. 


6. Intelligence Community Mind Set Concerning Mobile BW Programs 


An INR BW analyst told Committee staff that . as a community the U.S. BW analysts 
generally think that BW programs historically have shifted from large-scale fixed 
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facilities producing large quantities of BW agents being stockpiled to smaller dual-use facilities 


So it's very appealing to the analysts to learn about a mobile BW program. It fits with what 
we thild< the state of the BW program worldwide are heading toward. It's kind of like a built-in bias." 


(€) A CIA Directorate of Operations (CIA/DO) officer told the Committee that when he began serving as 
the Deputy Chief of the CIA Iraq WMD Task Force in the summer of 2002, the Iraqi BW program was 
not the focus of the Iraq WMD Task Force's efforts because, while many questions existed about other 
issues such as Iraq's nuclear weapons program, analysts felt fairly certain that they knew what the BW 
program looked like and believed the issue was largely "wrapped up." He noted that although there was 
always a lot of ambiguity with these sources, the CIA's lead analyst on Iraq's BW program was adamant 
about the existence of the Iraqi mobile BW platforms. He noted that was "a bull dog with these 
sources." The CIA/DO officer told Committee staff that the CIA BW analyst and the Department of 
Defense detailee who was assigned to CIA/DO had "locked horns" over the reliability of the mobile BW 
HUMINT sources. The CIA/DO officer noted that he had several conversations with the CIA BW analyst 
about the detailee's concerns over the reliability of the mobile BW HUMINT sources. In one of these 
conversations, the CIA BW analyst discounted the detailee's concerns by stating that the Weapons 
Intelligence, Nonproliferation, and Arms Control Center (WINPAC) had multiple sources reporting on 
the program, and that the detailee was not aware of all of this reporting. 


C. Baghdad Has Been Able to Renovate and Expand its Fixed Dual-Use BWAgent 
Production Facilities 


2 The introduction of the BW section of the NIE said that, Baghdad has been able to 
renovate and expand its fixed dual-use BW agent production facilities Later in the NIE, however, the 
reference to renovation of fixed facilities said, "we are increasingly concerned that Baghdad's renovation 
and expansion of its fixed, dual-use facilities that served as Iraq's BW agent production capability prior to 
the Gulf War are part of an effort to increase significantly Iraq's BW agent holdings." The second version 
of this assessment makes it more clear that the dual-use facilities were not known to be BW agent 
facilities, but that the IC had concerns about their potential use as BW facilities because they had been 
used for BW agent production prior to the Gulf War. To support this assessment, the NIE discussed 
renovation and 
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expansion activity at three fixed, dual- use facilities: the Amiriyah Serum and Vaccine Institute, the 
Habbaniyah I Castor Oil Plant, and the Dawrah Foot and Mouth Disease Vaccine Production Plant. 


1. Amiriyah Serum and Vaccine Institute 

ШШ) The NIE noted that increased activity and construction at Iraq's Amiriyah Serum 
and Vaccine Institute has been observed since at least 2000 “suggesting more 
than pharmaceutical production or distribution is taking place." 


The IC provided the Committee a National Imagery and Mapping Agency 
IMA)” report that described o Of from April 1999 to NOVember 


2001, which stated that the facility remained active during this period and may have increased its 


level of operations. 


The report said that these changes may represent changes in the facility s opexatians. 


]- ) The NIE's discussion of Amiriyah also states that "Iraqi scientists reportedly conducted 
quality testing at this site on BW agents produced in the mobile production units, 


— ——— — Rx A HUMINT report from MEN 
CURVE BALL, who provided the majority of the intelligence 


reporting concerning the mobile BW program, 


In discussions with Committee staff, both CIA and DIA BW analysts said they assessed 
that the changes at the facility suggested Amiriyah was active, but said the 
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NIMA has recently been renamed the National Geospatial- Intelligence Agency (NGA). 
activity could have been consistent with legitimate pubic health related activity. A CIA Iraq analyst 
also told Committee Staff that in the late 1990! 
s and in the 2000 to 2002 period Iraq did have "some huge vaccination campaigns," particularly against 
polio and foot and mouth disease (FMD). A CIA BW analyst also told Committee staff that she was not 
aware of any effort in the IC to analyze the impact of those mass vaccination campaigns on dual-use 
facilities like the Amiriyah Serum and Vaccine Institute. 


2. Habbaniyah I Castor Oil Plant 


— O) The NIE notedthat the Tabbaniyahr Castor Oil Plant, which wasdamaged during 


Operation Desert Fox in 1998 because it was assessed to be involved in the production of the biotoxin 
ricin, was rebuilt by early 2000. The NIE said, "The facility continues to extract oil from the castor beans, 
allegedly for use in brake fluid production. 


The NIE stated that while the extraction of castor oil is a legitimate activity, the bean mash 
that is left over contains the BW agent ricin. The IC assessed that ricin was probably not being extracted 
at the castor oil plant but said concurrent activity at the nearby main production building, "suggests that 
toxin extraction may be taking place in the main production building." 
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3. Dawrah Foot and Mouth Disease Vaccine Production Plant 


. е a Of the Dawrah Foot and Mouth Disease Vaccine Production Plant in 
support of the assessment that Iraq may be rebuilding dual-use fixed facilities for BW production. Iraq 
used Dawrah to produce BW agent before UNSCOM rendered the facility useless for BW work in 1996 
by filling ductwork with a cement and foam mixture and destroying equipment used for BW agent 
production. Other research and production equipment at Dawrah deemed by UNSCOM to be legitimate 
was left in place. The NIE noted that Iraq probably renovated the facility after UNSCOM's work, but said 
"We are unable to determine whether BW agent research or production has resumed." Iraq claimed in 
1999 that the facility was going to be renovated to produce foot and mouth disease vaccine. 
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GE In a September 2001 report, BB 
renovated beginning іп 1999 § 


assessed that the facility had been 


е) In a September 2001 report, renovated beginning in 
1999 
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As noted in the NIE, the report said it was unclear whether the possible restart of the plant 
was related to Iraq's BW program or was for legitimate vaccine production. 


told Committee staff that Iraq may have had a legitimate need for foot and mouth 
disease (FMD) vaccine because for years the U.S. had vetoed Iraqi requests under the IN Oil for Food 
program for FMD vaccines based on suspicion that these materials were intended for BW purposes. The 
U.S. Government (USG) and IC later learned that Iraq had in fact had an FMD outbreak, prompting the 
USG to start approving Iraqi imports of FMD vaccinations in 1999. The USG, as a member of the UN 
Iraq Sanctions Committee, rejected a proposal from the Iraqis and the UN Food and Agriculture 
Organization to rehabilitate Dawrah because the USG believed that was able to import as many FMD 
vaccines as it needed. 


The information that Iraq may have had legitimate public heath reasons to restart 
the Darwah plant was not included in the NIE. 


D. We Assess That Iraq Has Some BWAgent and Maintains the Capability to Produce a Variety 
ofBWAgents 


(U) The NIE stated that "we assess that Iraq has some BW agent and maintains the capability to produce 
B. anthracis, botulinim toxin, aflatoxin, Clostridium perfringerns (gas gangrene) and ricin toxin." The 
NIE also noted that Iraq "may be able to produce a number of other incapacitating and lethal agents that it 
has researched over the years" and assessed that "Chances are even that smallpox is part of Baghdad's 
offensive BW program." 


1. Smallpox 


(—) The 2002 NIE stated in the key judgments that "Chances are even that smallpox is part of Iraq's 
offensive BW program." The body of the 2002 NIE expanded on this assessment: 
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Various intelligence reports and ү == indicate that Iraq probably has retained 
unauthorized stocks of Variola major virus, the causative agent of smallpox. 


Baghdad reportedly kept smallpox virus samples from its 1971-1972 outbreak . 


EE ÉSTE. 


chances are even that smallpox is part of Baghdad's offensive BW program, although credible 
evidence is limited." 


(U) The NIO and Deputy NIO for Science and Technology (S&T) told Committee staff that the statement 
"although credible evidence is limited" was not included in the key judgments because the issue was 
adequately addressed in the body of the NJE, and because of space limitations in the key judgments, they 
decided not to reiterate the point. The Deputy NIO added that she expected the readers of the NIE to read 
both the key judgments as well as the body of the document. When asked by Committee staff if a 
policymaker who read only the NIE 's smallpox key judgment, and not the body of the NIE's BW section, 
would have been misled about the uncertainties behind that assessment, an INR BW analyst responded, 
"Absolutely, particularly on such a sensitive topic as smallpox. And it's important to remember that 
people who were reading this at the time when we were having a national debate on whether people 
should be immunized and what the threat was from al-Qa'ida on smallpox, it was a much more charged 
atmosphere than the one we are in right now." 


(—) The assessment "Chances are even that smallpox is part of Baghdad's offensive BW program" was 


based primarily on intelligence that Iraq probably had retained unauthorized 
stocks of Variola major virus, the causative agent of smallpox. The assessment was also based on 
reporting that kept smallpox virus samples from a 1971-1972 outbreak, as well as reporting that suggested 
Iraq had the capability to work with the virus and fragmentary reports that were looking into such work. 


, who said 
Iraq had saved samples from a smallpox outbreak in the 1970s. also said that Iraq had "the capability of 
producing several biological agents — among them . . . smallpox." The report 
indicated that at the time of the conversation in May 2002, 


ze report does not indicate that any of Iraq's work on smallpox was applied tg an 
indicated that at the time of the conversation in May 2002, 


offensive biological program. 


—— 
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. The former UN BW inspector noted that he believed 
that the quantity of dry agent the machine could produce was too small to be very useful in a biological 
weapons program and stated that "I don't think that machine was designed to dry smallpox to make 
weapons material. That would be a hard way of doing it." CIA BW analysts told Committee staff that they 
believed any quantity of dry agent would be useful in a biological weapons program. 


1 Another HI-JN"ffNT report from February 2000 discussed reported research conducted at a 
facility run by the Iraqi Intelligence Service in Abu Ghurayb, near Baghdad, 


No mention is made in the report about 
whether the reported efforts at Abu Ghurayb were successful in creating a delivery method for smallpox. 


1 The IC prOVided the Committee With additional HI-JN'ITNT reports. 


- 176 - 


CRS-177 


— 


One of the reports said an Iraqi scientist had "published on pox viruses . И 
Iraqi work on "a poxvirus such as monkey pox." A third report said Iraq worked on camel pox virus. None 
of the reports referenced smallpox. 


® One report provided to the Committee suggested that, at least as of 1991, smallpox 
was not a part of Iraq's offensive BW program. 08 Щ report from 1995 detailed 


CIA BW analysts also told Committee staff that they believed that work on camelpox would give Iraq 
the capability to work on smallpox if they had it. 


(U) In a written response to a question from Committee staff, the CIA said "We have no evidence that 
Iraq ever weaponized smallpox." The NIE's assessment that, "Chances are even 
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that smallpox is part of Iraq s offensive BW program," was based on the intelligence indicating that it was 
likely within Iraq 's ability to produce smallpox agent. 


2. Other Agents 


(U) The NIE also noted that "Iraq has some BW agent and maintains the capability to produce B. 
anthracis, botulinim toxin, aflatoxin, Clostridium perfringerns (gas gangrene) and ricin toxin" and that 
Iraq "may be able to produce a number of other incapacitating and lethal agents that it has researched 
over the years." To show which agents Iraq has researched, the NIE included a table titled "BW Agents 
that Iraq has Researched." The table listed twenty one biological agents that Iraq had researched. While 
some of the agents listed on the chart are highly lethal agents that Iraq had confirmed it weaponized prior 
to 1991 , others do not appear to have been researched for weapons purposes, while others have little or 
no utility in a BW program. 


BWA ents that Ira has Researched 


Bacillus anthracis (anthrax) 


Enterovirus 70 (acute hermorrhagic conjunctivitis) 


Botulinum toxin (botulism) Camelpox virus 


Ricin Rotavirus 


Clostridium perfringens (gas gangrene 
j a Vibrio cholerae (cholera) 


Yersinia pestis (plague 
T c Clostridium tetani (tetanus) 


Brucella melitensis (brucellosis) . . 
Hemorrhagic fever viruses 


R Staphylococcal enterotoxins 


Burkholderia mallei (glanders) : : . 
Rickettsia prowazekii (typhus) 


Aflatoxin 


Francisella tularensis (tularemia) 
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Mycotoxins | | 
Shigella dysenteriae (dysentery) 


Tilletia species (wheat covered smut) 


(U) Of the 21 agents listed on the chart, ‘only one is an effective and lethal battlefield BW agent 
that Iraq had declared to the UN that was researched, produced and weaponized prior to 1991: anthrax. 


Three of the agents on the chart are agents that Iraq declared to the UN that it had 
weaponized prior to 1991, but have differing and debatable utility as a battlefield BW weapon: aflatoxin, 
ricin and botulinum toxin (botulism). Aflatoxin, a type of mycotoxin, may cause cancer and liver damage, 
but only years after exposure. IC analysts told Committee staff that there are indications in the scientific 
literature that aflatoxin can suppress the immune system, which may increase the effectiveness of other 
BW agents, but there are no indications that Iraq had weaponized aflatoxin for this purpose. AHUMNT 


report relating information noted that Iraqi scientists admitted to some 
level Of research on other mycotoxins for BW purposes sometime prior to 1991. Although aflatoxin is a 
mycotoxin, the category "mycotoxins" is listed separately on the NIE's chart. A former senior UN BW 
inspector told Committee staff that the Iraqis had admitted to producing about ten grams of a mycotoxin 
that could serve as an effective BW agent prior to 1991 ". . .for special purposes for the intelligence 
service." 


(U) Another agent on the chart, Tilletia species (wheat cover smut), also known as wheat bunt and 
wheat rust, is a fungus that can significantly reduce crop yields. Iraq declared to the UN that it weaponized 
tilletia species as an antiagricultural BW agent prior to 1991. 


À) Four of the agents, enterovirus 70, camelpox virus, clostrinum perfringens (gas gangrene) and 
rotavirus, are incapacitating agents on which Iraq admitted to have conducted BW-related research and 
development work prior to 1991. These are agents that would result in symptoms such as muscle pain, 
blurred vision, vomiting, and diarrhea, that could have incapacitating effects. One report provided to the 
COmmittee indicated that 


also considered the possibility that Iraq'S camelpox 
work was intended to cause economic damage to Saudi Arabia by attacking their camel herds. 


À) The IC also provided the Committee with intelligence reports that suggested Iraq had conducted BW 
research on seven of the agents listed on the NIE's chart: brucella, tularemia, plague, tetanus, 
hemorrhagic fever viruses, cholera, and smallpox. A HUMINT report describing 
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. MP former Iraqi BW facility at Salman Pak revealed that Iraq had 


samples of four of these eight BW agents: brucella, tularemia, clostrinum perfringens (gas 


gangrene), and tetanus. 


A 1999 HUMINT report describes an order given by Hussein Kamal in 1994 to conduct research on, 
among Other topics“ When asked why the military was interested in "public and animal health issues" 
Kamal told them that the work was for "Iraq 's biological warfare program." 


(U) As noted in the preceding discussion concerning smallpox, the last of the eight BW agents, the only 
report provided to the Committee which provided a Iraqi BW link to this agent was a February 2000 
HUMINT report which discussed reported research conducted at Abu Ghurayb, near Baghdad, involving 
a number of agents including smallpox. The report that said experiments had reached an advanced stage 
and were moving into the "production phase" and noted that in 1995 one of the researchers commented 
that tests at the facility focused on how to introduce materials into soft drinks and "other mediums." One 
of the specific projects undertaken was to produce lethal pills. No mention is made in the report about 
whether the reported efforts at Abu Ghurayb were successful in creating a delivery method for smallpox. 


(e) Two reports provided to the Committee discussed glanders, an agent listed on the 
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A former senior UNSCOM BW inspector told Committee staff that glanders is an 
A former senior UNSCOM BW inspector told Committee staff that glanders is an effective BW agent that 
had been weaponized by the Soviet Union. He noted, however, that he was not aware of any evidence that 
Iraq had worked with glanders in a BW program. The U.S. Centers for Disease Control's internet web page 
notes that glanders is ". . . still commonly seen among domestic animals in. . the Middle East. . . .” 


(À) A 1999 HUMINT report was provided to the Cornmittee that discussed Iraqi research on shigella 
dysenteriae, the causative agent for dysentery. The report states that staff u 


researched 
"shigella", among other pathogens, but notes that the report's source did not recall what strains of shigella 
were held at the facility. The report also notes that the facility had been inspected by UNSCOM more than 
once, and prior to each inspection the head of the department forbade his staff from discussing their work 
with inspectors. The head of the department also instructed his staff to keep the pathogens at home until 
after the UNSCOM inspections had finished. 


ED None of the intelligence provided to the Committee showed a BW link to two of 
the agents listed on the NIE's chart. One of those agents, Staphylococcal enterotoxins, 


No other intelligence was provided to the 
would indicate a BW connection to Iraqi research conducted on this agent. J 
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(U) A chart in a CIA paper published one month after the NIE that was titled, Iraq: Biological Warfare 
Agents Pose Growing Threat to US Interests, presented another depiction of Iraq's biological agent 
research. The chart titled, "Status of Possible Iraqi BW Agents" showed three levels of research activity 
— research and development (R&D), production, and weaponization — and provided three different 
levels of confidence of the IC's knowledge of Iraq's work — confirmed, probable and suspected. This 
chart presented a more accurate depiction of the certainty and uncertainty behind the assessments of Iraq 
's biological agent research and made clear which agents were researched for weapons purposes. The title 
of the chart in the NIE, "BW Agents that Iraq has Researched" suggested that all of the agents were 
researched for weapons purposes, while the CIA publication more clearly indicated that the agents were 
"possible" BW agents. 


(U) Status of Possible Iraqi BW Agents 
Note: Agents are not listed in any particular order. Assessments reflect past Iraqi declarations 
to the UN plus intelligence assessments oflraq s current biological weapons capabilities. 


C-Confirmed 
P-Probable 
S-Suspected 


BW Agent (Disease) 
Production Weaponization 
Bacillus anthracis (anthraxy c C C 
Aflatoxinsa C C 
С 
Botulinum toxins? C C 
C 
Ricin toxin? 
i C C 
Clostridium perfringens (gas gangreney С С 
Tilletia species (wheat cover smut)* C C 


Yersinia pestis (plague) 


Variola major virus (smallpox) 
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Burkholderia mallei (glanders) 


Rickettsia prowazekii (typhus) 


S 
R R&D Production Weaponization 
Enterovirus 70 (acute hemorragic conjunctivitusy Š 
Rotavirusa C 
Staphylococcal enterotoxins 
Trichothecene mycotoxins? C 
Brucella melitensis (brucellosis) 
Clostridium tetani (tetanus) 
Camelpox virus? C 
Vibrio cholerae (cholera) 
Hemorrhagic fever viruses S 
Shigella dysenteriae (dysentery) " 
Francisella tularensis (tularemia) А 


а [raq declared to UNSCOM that it worked with this BW agent. 
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E. In the Absence of UN Inspectors, Iraq Probably Has Intensified and Expanded Research and 
Development in Support oflraq's BWProgram. Baghdad Probably Has Developed Genetically 
Engineered B WAgents 


À) The NIE assessed that in the absence UN inspectors, Iraq probably had intensified and expanded 
research and development efforts in support of Iraq's BW program. The NIE noted that "Military 
reporting and intelligence indicates that Iraq's BW research and development efforts have benefitted 
from professional contacts between its scientists and engineers and their foreign counterparts, exploiting 
conferences and scientific exchanges to acquire technical knowledge and supplies." The NIE's key 
judgments stated that "Baghdad probably has developed genetically engineered BW agents." The NIE's 


discussion of this research and development focuses on research activity and 
reported BW testing near Iraq s Qadisiyah Reservoir. 
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(1) 1. Research Activic MEM  _| 
i! The NIE stated that aaa in 1999 that in support Of Iraq's 


offensive BW program was continuing = In the absence of UN inspectors, Iraq probably has intensified 
and expanded these efforts." The NIE stated in the key judgments that "Baghdad probably has developed 
genetically engineered BW agents." The text of the NIE, however, said only that foreign government 
service reporting indicated that "biological research facilities are actively engaged in genetic engineering 
and biotechnology research and development," and noted that some of the facilities were suspected of 
involvement in Iraq's BW research and development program. 


However, UNSCOM's final report, which was submitted to the UN 
Security Council in 1999, stated that "Iraq has a broad based research community in Universities, 


Medical and Agricultural Institutes, covering microbiology, biological processing, materials 


science, genetic engineering, pathology, biological production, munitions and weapons." 


The IC also provided the Committee with eight intelligence reports to support 
the assessment that Iraq was engaged in genetic engineering and biotechnology research. The first was a 
2002 HUMINT report that discussed information 


The report provided no 
additional information. The NIE noted that IPA is the parent organization for a center that was engaged in 
BW related work prior to the Gulf War. A second HUMINT report stated that two scientists were conducting 
"secret research" in the microbiology laboratory at the Saddam College of Medicine. The report said the 
scientists were working to genetically alter anthrax and plague to increase the bacteria's resistance to 
"antibiotics and environmental factors." While the work was described as "secret," the report did not draw 
any link to BW work. The CIA told Committee staff that, while the report did not connect this research to 
BW work, the CIA believes that there is no legitimate application to this work outside of a BW program. A 
DIA BW analyst told Committee staff that there were legitimate non-BW reasons for conducting such 
research. He noted, however, that such research was suspicious in a country like Iraq. CIA BW analysts told 
Committee staff that this research was particularly suspicious because it was "secret. " 
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(U) A third report was from a 1997 DIA HUMINT source who said that an Iraqi postgraduate 
microbiology student, who the source alleged was an officer in the Iraqi Special Security Organization 
(SSO), was conducting research to genetically manipulate the cholera toxin. The source believed the goal 
was to produce an offensive BW weapon. Another report provided a research paper from the same student 
published in 1997 which discussed transferring the gene encoding tetanus toxin from clostridium tetani to 
e. coli and bacillus subtilis "in order to research the antibiotic resistant qualities of the clostridium tetani 
strains." The only connection between this research and BW is the source's allegation that the post- 
graduate microbiology student is an SSO officer. A DIA BW analyst told Committee staff, while such 
research could be useful to a BW program, it also has a legitimate public health application in determining 
what antibiotics are most effective in treating particular strains of the pathogen. 


Additional reporting described a microbiology research paper ten by 
on a variety of toxins including Cholera and the work Of an Unnamed researcher working on a 
project to discover a cholera strain immune to antibiotics. The source of the report said that the researcher 
was rumored to have close ties to Iraq's intelligence service and to be a member of the Ba'th party. 


2. Reported BW Testing Near Qadisiyah Reservoir 


QE The NIE also stated that “Iraq may have tested BW agents at a facility near the 
Qadisiyah Reservoir in western Iraq, according to reporting,” and that “an 


A) A 1996 HUMINT report from a former officer of the Iraqi Directorate of General Security said that 1 
,600 death row prisoners from Baghdad prisons were delivered to "unit 2100", near al-Haditha, which 


conducted chemical and biological warfare experiments on human subjects · 
into Iraqi prison records revealed that prisoner transfer files at a prison believed to be involved in the 
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alleged incident during the time in question were missing. NENNEN... prisoner transfer 


files "were in order and well maintained before and after this time frame." 


The NIE assessed that the reported testing location described in the HUMINT report as 
an "unknown location near al-Haditha" was probably a facility near the Qadisiyah 


reservoir. 


O) A DIA BW analyst noted to Committee staff that there was "really very little" to suggest a BW role 


at 
mm Qadisiyah, and noted that "Perhaps we were stretching that just a little bit." A analyst 

a responsible for the analysis of this facility told Committee staff "You have to 
remember that this was only considered a suspect facility. That's as far as we went with it. The 
information linking this to BW was so incredibly sketchy that this is sort of our best 


F. We Assess That Baghdad Also Has Increased the Effectiveness of its BWArsenal by Mastering 
the Ability to Produce Dried Agent 


1— The NIE assessed that Iraq had increased the effectiveness of its BW arsenal by 
"mastering the ability to produce dried agent.“ The IC assessed that Iraq had both liquid and dry BW 
agents. As the NIE pointed out, the ability to produce dry BW agents is significant because it allows the 
agent to be disseminated over a much wider area than wet agent. IC analysts also told Committee staff 
that dry agent is much easier to handle than liquid agent and has a longer shelf life. The NIE stated that 
"Iraq had the capability to dry organisms in a respirable particle size prior to the Gulf War but declared 
that all weapons systems deployed during the Gulf war were filled with liquid agent." The NIE went on to 
note that, ". . . reporting on the procurement of dual-use drying and milling equipment suggest (sic) 
continued interest by Iraq in the capability to dry and size at least some of the agents in its arsenal." 
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rr IC provided the Committee with 14 HUMINT and reports to support the 
assessment that Iraq had the capability to dry BW agent. Six of the reports described existing Iraqi dual- 
use drying and milling equipment, while the other eight reports described Iraqi attempts to acquire such 
equipment. Nothing provided to the Committee indicated whether or not the Iraqis were successful in 
obtaining the equipment in any of these eight cases. Only one ofthe 14 reports described drying and 
milling equipment that is clearly linked to a BW effort. The report came from the HUMINT source 
codenamed CURVE BALL who reported on Iraq's alleged mobile BW program. The report stated that the 
alleged mobile BW trailers contained spray drying equipment. The other 13 reports described dual-use 
drying and milling equipment that would be useful in a BW program, but none of these reports showed 
any links to a BW program. 


(а) Iraq declared to UNSCOM that prior to 1991 it produced only liquid biological 


weapons agents and dried only a small amount of anthrax for use in aerosol tests on animals. 


Intelligence Community analysts told Committee staff that technology 


and expertise to dry Bacillus thuringiensis is directly applicable to drying and milling anthrax. 


G. Iraq's Capability to Manufacture Equipment and Materials... and to Procure Other 
Necessary, Dual-use Materials . . . Makes Large-scale В WAgent Production Easily 
Attainable 


1. Foreign Procurement 


(e) The NIE stated that "Iraq continues to circumvent and undermine UN sanctions to enhance its 
biotechnical self-sufficiency, while advancing its BW program when possible." The NIE listed several 
examples of Iraqi attempts to procure dual-use biotechnology equipment abroad. The IC provided the 


Committee With 19 reportSshowing Iraqi attempts to procure dual-use 
biotechnology equipment abroad. While all of this equipment would be useful in a BW program, only one 
of these reports showed a BW-related end user in Iraq, and only one report indicated that Iraq had 
received the dual-use equipment as a result of its efforts. 
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— 1] The NIEalso described Iraqi efforts to obtain a mill" capable of 


grinding hundreds of kilograms of biological material per hour to one to ten microns "the ideal particle 
size range for BW agents." Although it is not discussed in the NIE, IC BW analysts told Committee staff 
that the one to ten micron particle range is also the ideal particle size for some legitimate pharmaceutical 
applications such as inhalers. 


À) The NIE described the travel in 1999 of three Iraqi intelligence officers to obtain 
materials ". . . for use in the manufacture of biological weapons A 2000 HUMINT report stated 
that three Iraqi Intelligence Service officers traveled 
" e e coordinate the acquisition of quantities of materials for use in developing Iraq's 
chemical and biological weapons capability. Their plan was to obtain materials in use in the manufacture 
of biological weapons." 


The NIE also described, "a robust network of intermediary firms and elsewhere that assist 
with the procurement of dual-use and support equipment for 
Iraq's offensive BW program." The NIE stated that "Since the embargo was imposed in 1990, 


A CIA Iraq analyst told Committee staff that after 1991 
Iraq used front companies to import a wide range of goods, including consumer goods. None of the 
intelligence provided to the Committee showed that Iraq used front companies as a denial and deception 
technique to procure equipment for a BW program. 


1 The last example Of BW-related procurement Cited by the NIE is an Iraqi order for the 
antibiotic— The NIE stated that the order was placed by "the same Iraqi company that recently procured 


CW nerve agent antidotes." The Iraqi company, which purchased the CW nerve agent antidotes 


goods associated With Iraq ' s legitimate public health 


suggests that the which is widely used to treat a variety of infections, was intended 
is also responsible for acquiring a wide variety of 


This 


for legitimate public health needs in Iraq. 
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— | The CIA noted in a written response to a question from Committee staff that "A 
majority of the dual-use equipment sought probably was for legitimate research because of the dual-use 
nature of the equipment and the much larger needs of Iraq's industrial infrastructure over its [B W] 


programe 
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'CIA and DIA 
BW analysts interviewed by Committee staff all agreed that in every case cited by the NIE of Iraqi 
attempts to obtain dual-use biotechnical equipment abroad, the Iraqis could have been seeking equipment 
for their legitimate needs. As a CIA BW analyst noted "There was nothing that was uniquely BW A CIA 
BW analyst stated that none of the equipment and materials required for a BW program were exclusively 
BW in nature, and said that the IC did not have a specific case where it could provide intelligence that 
showed that a piece of dual-use biological equipment or material sought by Iraq was clearly intended to 
go to an Iraqi BW-related end user. The Deputy Director for Analysis at the DCI's Center for Weapons 
Intelligence, 


Nonproliferation, and Arms Control told Committee staff that ". . . if you look at every individual dual-use 
procurement, if your question is, are there any of these procurements that we saw that can't be explained by 
a potential legitimate application . . . I think the answer to that probably is no." 


2. Indigenous Iraqi Efforts 


1 The final part of the NIE's section concerning Iraq's ability to obtain dualuse biological 
equipment and production capabilities stated that "We assess that Iraq also maintains the capability to 
manufacture some BW-related equipment and materials indigenously." The IC provided the Committee 


with several EE... and an abstract of a paper published in a European science journal that 
showed dual-use biotechnical capabilities inherent in Iraqi industry that could potentially be converted for 
use in an offensive BW program. 


(U) While all of the examples in the NIE have potential application to the Iraqi BW program, and while 
some of the organizations involved were connected to the pre-1991 Iraqi BW program, only one of the 
reports has a clear link to a post- 1991 BW program. The report came from the HUMINT source 
codenamed CURVE BALL who reported on Iraq's alleged mobile BW program. According to this report, 
CURVE BALL stated that fermenters and tanks in the mobile production units had been made in Iraq. 


(U) When asked by Committee staff whether the 2002 NIE did a good job of explaining the possibility 
that some, most or all of the examples cited in the NIE of dual use biological research and procurement 
could have been intended for legitimate, non-BW uses, a senior INR analyst stated, "I think, to answer 
your question, someone who is not an expert in weapons of mass destruction, if I were coming to the issue 
and they said here, read this Estimate on Iraq's weapons of mass destruction program, even if you have a 
discussion of dual-use applicability I think that I would come to the conclusion that, well, it must be really 
for WMD stuff because it's 
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in this Estimate that talks about Iraq's WMD. So even if it has a legitimate application in civilian industry, 
the presumption that I would come to the document with as a lay reader in what was then the environment, 
I assume, of policymakers or Hill policymakers, my assumption would be that I would thildc it was for 
[chemical-biological weapons] use." 


H. The Nature and Amounts oflraq's Stored BWMaterial Remain Unresolved by 
UNSCOM Accounting 


(U) The NIE stated that "The nature and amounts of Iraq 's stored BW material remain unresolved by 
UNSCOM accounting." The NIE went on to state that "From the end of the Gulf war to mid-1995, Iraq 
denied that it had an offensive BW program, claiming that it had conducted only 'defensive research.' 
Only after UNSCOM confronted Baghdad with irrefutable evidence of excessive growth media 
procurement did Iraq admit that it had an offensive BW program and had made 30,000 liters of 
concentrated biological weapons agents. Even then, UNSCOM estimates that Iraq's production of anthrax 
spores and botulinum toxin could have been two to four times higher than claimed by Baghdad." 


(U) UNSCOM's final report noted that Iraq "categorically denied" it had a BW program from 1991 to 
1995 and took "active steps to conceal the program" from UNSCOM. "In 1995, when Iraq was confronted 
with evidence collected by the Commission of imports of bacterial growth media in quantities that had no 
civilian utility with Iraq 's limited biotechnology industry, it eventually, on 1 July 1995, acknowledged 
that it used this growth media to produce two BW agents in bulk, botulinum toxin and Bacillus anthracis 


27 


(U) The NIE described Iraq's inability to substantiate claims that a large amount of growth media was lost 
in failed production runs or stolen from the high security BW facility at Al-Hakam and other sites. 
UNSCOM!s final report listed the growth media as an unresolved accounting issue, and IC analysts told 
Committee staff that they did not believe that it is possible that growth media could have been stolen from 
a facility like Al-Hakam. A former UN inspector told Committee staff, however, that he found it 
believable in light of the chaos and looting that followed immediately after the defeat of the Iraqi army in 
1991. He noted that Iraqi guards abandoned their posts at many Iraqi government facilities. When asked 
why an Iraqi would want to steal growth media, he noted that there was not necessarily any logic to 
looting. 


The NIE also described Iraq's failure to provide adequate proof that it destroyed 157 aerial 
bombs it had filled with BW agent. The UNSCOM final report stated that inspectors were unable to verify 
both how many aerial bombs existed and how many were actually destroyed. 


——— 
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The NIE noted that “Iraq claimed that it produced four aerosol spray tanks by modifying a 


Mirage F-1 fuel drop tank. We have no evidence that the Iraqis destroyed these tanks, 
— — While 


the UNSCOM report noted that inspectors were not satisfied that the prototype drop-tank was destroyed, 
"The remains of the other three drop-tanks were inspected by the Commission." The UNSCOM final 
report also noted that "There is no evidence to corroborate that only four were produced. Interviews 
indicate that 12 tanks were to be modified." 


(U) The NIE stated that UNSCOM's final report indicated that " about 20 mobile double-jacketed storage 
tanks, which we judge may contain previously produced agent, remain unaccounted for.“ UNSCOM's 
final report states that "20+ tanks remain unaccounted for." The report noted that these tanks "were used to 
transfer agent between production and filling or deployment site and for storage of agent. Owing to their 
properties, they can be used for longterm storage of agent under controlled conditions....“ 


I. We Judge That We Are Seeing Only a Portion oflraq's WMD Efforts, Owing to 
Baghdad's Vigorous Denial and Deception Efforts 


(U) One of the NIE's key judgments stated, "We judge that we are seeing only a portion of Iraq's WMD 
efforts, owing to Baghdad's vigorous denial and deception efforts." The NIE's BW section contained a text 
box titled "Iraq's Denial and Deception (D&D) Program for Biological Weapons." The first sentence of 
the box stated that "Iraq has a national-level BW D&D program." 


the intelligence provided to the Committee does not provide a clear link after 1991 
between offensive BW related work and the dual-use research 


The NIE also states that "Iraq uses codewords to compartmentalize BW program 
elements, conceal acquisition of BW-related equipment, and impair Western attempts to monitor Iraqi 
technology acquisition." The NIE cited the use of the codeword "project 600" for BW activity at Iraq's 
Abu Ghurayb facility, which was in use before the 1991 Gulf War. The Committee was provided with six 
HUMINT reports concerning the use of codes: 


e A 1993 HUMINT report describing the use of the code word "project 600" for BW activity at 
Iraq's Abu Ghurayb facility before the 1991 Gulf War. 


— — 
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e A 1997 HUMINT report described the use of the codename "3 13" with the Djerf al Nadaf facility. 
While Djerf al Nadafmay have a BW connection, the use of a code for this facility is not 
necessarily specific to BW. 


e A report from the HUMINT source code named CURVE BALL who provided most of the IC's 
understanding of the mobile production capability states that letters were used to describe agents 
produced in mobile plants. 


& А 2000 HUMNT report described the use of letter-number codes to refer to BW agents. 
UNSCOM!s final report notes that Iraq referred to BW agents with letter code designation in its 
declarations to the U.N. 


@ А 2000 HUMINT report that discussed research allegedly underway as of 1997 at a facility run by 
the Iraqi Intelligence Service in Abu Ghurayb, near Baghdad, focused on how to introduce a 
number of BW agents into soft drinks and "other mediums." The report stated that the facility's 
reports referred to BW agents by letter-number codes. 


(U) The intelligence provided to the Committee describes the use of codewords to "compartmentalize BW 
program elements" but no intelligence reports were provided that described the use of codewords to 
"conceal acquisition of BW-related equipment, and impair Western attempts to monitor Iraqi technology 
acquisition." While code words are a denial and deception measure, no intelligence was provided to the 
Committee that showed an Iraqi "national-level BW D&D program" existed in 2002, as stated in the NIE. 


J. Explaining Uncertainties 


(U) The NIE provided a "tone box" that listed the IC's "confidence levels for selected key judgments in 
this estimate." The NIE's key judgments are broken down into three categories of high, moderate and low 
confidence. Assessments related to Iraq's BW capabilities listed under the "High Confidence" heading are: 


— 184 — 
& "Iraq is continuing, and in some areas expanding, its chemical, biological, nuclear and missile 
programs contrary to UN resolutions." 
& "We are not detecting portions of these weapons programs." 
* "]raq possesses proscribed chemical and biological weapons and missiles." 


———— 
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(U) There were no assessments of Iraq's BW capabilities listed under the "Moderate Confidence" or "Low 
Confidence" headings. Nowhere in this section, or anywhere else in the NIE, is the possibility explicitly 
raised that the majority or all of the dual-use biotechnology issues discussed in the NIE's BW section 
could represent legitimate public health activity. 


K. Intelligence Agencies' Analysis oflraq's Biological Weapons Program Prior to 
Publication ofthe NIE 


(U) Analysis from individual intelligence agencies on Iraq's biological weapons program was 
consistent between agencies and largely consistent with the NIE and other IC products discussed earlier in 
this report. The following are examples of assessments from the DIA and the CIA. INR told the Committee 
that it did not publish any specific intelligence papers on Iraq's BW program. 


(U) In October 1997, the DIA published a Defense Intelligence Assessment, Iraq 's Weapons ofMass 
Destruction Programs: Progress, Problems, and Potential Vulnerabilities which stated that "Iraq may have 
successfully concealed some biological agents. It retains much of its biotechnical infrastructure and 15 
positioned to weaponize biological warfare (BW) agents at pre-Gulf War levels in 2 years or less after 
sanctions are lifted." The paper noted that Iraq's . dual-use-type facilities give Iraq the capability to 
produce biological agents and plausible deniability of a biological weapons program," but "no active BW 


6 


facilities are currently identified. 


(U) In January 2002, the DIA published a Defense Intelligence Assessment, Iraq 's Weapons ofMass 
Destruction and Theater Ballistic Missile Programs: Post-11 September, which stated "Some aspects of 
Iraq's biological warfare (B W) program are active, and most elements are probably larger and more 
advanced than they were in the pre-Gulf War program. Iraq is capable of producing and weaponizing a 
moderate spectrum of BW agents for a moderate range of delivery systems. UN sanctions imposed after 
the Gulf War did little to prevent Saddam from equipping and operating the program." The paper also 
notes "Iraq has gone to great lengths 


- 185 - 
to conceal its BW production, reportedly using mobile trailers" and that "several BW-associated facilities 
have recently undergone renovation and construction. These facilities may have provided additional 
capabilities and support to the BW infrastructure." 


A) DIA published a Defense Contingency Product, Iraq - Key WMD Facilities An Operational Support 
Study in September 2002 which said, referring to bulk biological agentfilled munitions that Iraq claimed 
to have destroyed in 1991 ,". Iraq never provided credible evidence to support this claim. The location, 
nature, and condition of this [B W] stockpile, and the seed stocks and growth media for biological agent 
production are unknown." The paper 


SE 
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stated that — 
i . ¹²¹ noted that 


Iraq is 
assessed to possess biological agent stockpiles that may be weaponized and ready for use. The size of 
those stockpiles is uncertain and is subject to debate. The nature, size and condition of those stockpiles are 
also unknown." 


(U) A September 2002 DIA Information Paper with the subject line, Iraqi Interest in Smallpox as a 
Biological Warfare (BW) Agent, states that the "DIA assesses it is possible that Iraq possesses samples of 
the smallpox virus. However, whether Iraq is actually producing smallpox agent in quantities or where it 
could be produced is unknown." 


(U) The CIA published a paper in August 1996 titled Iraq 's Remaining WMD 


Capabilities, stated "Baghdad has provided no compelling evidence to buttress its claim that all its BW 
agents and munitions were destroyed in the spring of 1991. Even if Iraq's claims were true, its BW 
expertise could enable it to rapidly resurrect a small-scale BW program." 


(U) In October 2002, CIA published a paper titled Saddam 's Timelines for Using WMD, which stated that 
"Based on Iraqi declarations and a variety of intelligence reporting, we judge Iraq has some lethal and 
incapacitating biological agents and is currently using fixed facilities to quickly produce and weaponize a 
variety of such agents, including Bacillus anthracis (anthrax), botulinum toxin, alflatoxin, Clostridium 
perfringens (gas gangrene), and ricin toxin. Iraq could also use its mobile facilities to produce some 
bacterial agents." 
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L. Biological Conclusions 


(U) Conclusion 48. The assessment in the October 2002 National Intelligence Estimate 
that, "[Wle judge that all key aspects — research & development, production, and 


—————— 
——— 
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weaponization — of Iraq's offensive biological weapons program are active and that 
most elements are larger and more advanced than they were before the Gulf War" is not 
supported by the intelligence provided to the Committee. 
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(U) Conclusion 49. The statement in the key judgments of the October 2002 National 
Intelligence Estimate (NIE) that "Baghdad has biological weapons" overstated what was 
known about Iraq's biological weapons holdings. The NIE did not explain the 
uncertainties underlying this statement. 


(U) Conclusion 50. The statement in the National Intelligence Estimate that "Baghdad has 
mobile transportable facilities for producing bacterial and toxin biological weapons 
agents," overstated what the intelligence reporting suggested about an Iraqi mobile 
biological weapons effort and did not accurately convey to readers the uncertainties 
behind the source reporting. 
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(1) Conclusion 51. The Central Intelligence Agency withheld important information 
concerning both CURVE BALL' reliability and 3 reporting from many 
Intelligence Community analysts with a need to know the information. 
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(N) Conclusion 52. The Defense Human Intelligence Service, which had primary 
responsibility for handling the Intelligence Community's interaction with CURVE BALL's 
debriefers, demonstrated serious lapses in handling such an important source. 


CRS-203 


(U) Conclusion 53. The statement in the key judgments of the National Intelligence 
Estimate that "Chances are even that smallpox is part of Iraq's offensive biological 
weapons program" is not supported by the intelligence provided to the Committee. 


(U) Conclusion 54. The assessments in the National Intelligence Estimate concerning 
Iraq's capability to produce and weaponize biological weapons agents are, for the most 
part, supported by the intelligence provided to the Committee, but the NIE did not explain 
that the research discussed could have been very limited in nature, been abandoned years 
ago, or represented legitimate activity. 


(U) Conclusion 55. The National Intelligence Estimate misrepresented the United Nations Special Commission's (UNSCOM) 1999 
assessment concerning Iraq's biological research capability. 


(U) Conclusion 56. The statement in the key judgments of the National Intelligence Estimate that "Baghdad probably has developed 
genetically engineered biological weapons agents," overstated both the intelligence reporting and analysts' assessments of Iraq's 


development of genetically engineered biological agents. 


... dry biological weapons (BW) agents in its 


(U) Conclusion 57. The assessment in the National Intelligence Estimate that "Iraq has 
arsenal" is not supported by the intelligence information provided to the Committee. 
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ASERN 


and Anak iagel ear 


POPE MOTE 


* 
The Intelligence Communiky's Judgment os АСЕАН ware тыт а years ас 
in ALE 55-3, ASEAN: Prospects for the 19805 and lmp!!cat! US Paltzy. 
Among the kay Piadings that Estimate were Chat: 


== ASEAN nations’ prospects for political stability, ебола growth, asd 
regional tranquility were among the beit in tre Third World. 


— The raglan would ramain basically prosifS and aetl-Comualat For the 
Fareseeable future. 


— ASEAN aconomic growth would cont aus tà cutpace that of orar Tess 
developed re4lóni. 


— There would ze some limited prograss toward economic Integration, and 
political cooperation on Cambodia would tw maintained. 


The judgmenti have held up well cer Lime. Powevgr, saw conditions are 
атаа that warrant another look ab ASEAM. Some of the key changes ата: 


== Éeanaale and scclal mrassures and prospective changes in leadership ray 
crüaate naw challenges to stability. 


-- [ngrap] Soviet and Whetnemesa diplomatic activism are raiting new 
challenges ta political unl ty 


-- Evants ie the Philippines have татый quettions about the сопе таш п] 
presence of US militàry gaser and attendant imellcations for regional 
peur ity. 


== The declaratian Gf à Marre zam |n the South Pacific has spurred 
2 similar tandency in some ASERAN states. 


Fala Аязата addrarzzps Etha key challenges to US Interests tteming from 
nrospactiwe changes in ASEAN ower the sext three to five years. [t 1 being 
prepared oe the &wa Gf fa Secretary of State s vigil to башда Agia Та 
lune 1907 to provida him with the Cowwonity's assessment of the future 
develooment of this regional rein it en, Other Community products discuss 
lndiwildual 45240 member countries, and thls Ascazzment ts limitad to the 
factors affecting ASÉAM as an entity and à vehicle Far further regional 
coaperat lan 


CET JUDGHERTS 


Cver the neat three tà fles Mart, wa believe ASEAN w11] continus to erva 
us гайд interests because of many parallel security concerns. 
оре fei. ASEAN wlll continue te: 


„= Supgert the American mllitary presance im the region, particularly US 
facilities In tha Philippines. which 1% seen 41 cónititutlng aa 
laportant ccunterwBisht fa Ше! ет actieikias in Southeast Agia. 


— Carate In seaking regiona! stability pad opposing paternal reraati 
against member 11861 1 


— Encourage werber stated’ Ideaelficatlca with the Matt. 


Tha most likely challenges to АСАМ and fo US Inter ЕЕ gur ing the рат led 
of this assessment wlll Ge economic. Althosgh economic growth im ASEAM fs 
a111 tikel to oetpace that of most other regions, we Gellewe ht will £e 
slower than in the last decade. placiag greater ewehails en growth-arlestad 
econaale pal'zles. Competition among the ASEAN countries 15 likely ta 
iacreaia ay thay scramble to boost essorti of lubar-Inteeslve manufactured at 
the tome time ài they Face rij ing pratactionitm in the West and a growing 
chal leage From Chisa for access to owerzgas markets. These Factors are a'so 
likely to create imcreated competi tias for ferelgn їп тип. bhatever unl ty 
on ега ша Їн ALEAN achieves wlll Tikal y be in responce fo perceived 
"tern protectionism, 


Palitlcal cooperation will face otter tests over the cect Pee wears, 
Although we believe ASEAM wlll g@rederwe Itt Fundamental unity an fhe key 
1e af the Carb an ааттаа лата withdrawal ami Саноо ап 
gel f-detereinatlon==<thraugh the end af the decade, movesent toward à 
tetti emat could create mew stralas wikhin the organization. 


Domestic problems in menber tatei gould 41% cante ASEAN Lauster tà 
becca Increaciagly ereacouplad with internal problems and correspondingly 
less attentive to ASEAN comcerns, 43 has been the case in the PRillepines, e 
da ect belleve [alea ce Talamle actleists 11] qain sufficient influence $o 3 
ta dizrupt ASEAN unity, but events such as Israeli Presidest Herzog': Movember 
| КЁ visit tà Singapore could per edles create tent and trains amans 
ASEAN mages. 


ЫһаТетаг the degree of eolltical coogearation, thara 15 act lixa?y to be a 
substantia! increase in military cooperation, especially in the absence of a 
fundamenta! charge in the rejglónal decurity едва оп. АТТАН castinued 
bilateral and possibly aven Limited multilateral military eechanges wlll 
occur. а host af polittcal, technical, aed cost conttraints, ac well as 
Inger ing бшп! among manher states, wlll preclude movcaemnt Toward à 
forma! defante alllanre. Givan recent trends, there probably wlll be greater 
H Re military coogeratioón ына the ial ted Stated in naval exercises and 
perhags other artat, bet Indonaila and Malaysia will ramaln sensltiss tc 
forgieg visible security ties with the United States. 


Не ars particularly concermed &baogt the {таай of antinuclear sent'mant. 
The achiewament of the teuth Pacifle Muclaear-Frag Done haz led some Indonesian 
and other ASEH afflelals ta parh for a Southeast Asian Huclear-Besponi-Fras 
Tam SEIN TI. Bost ASEAN leaders are unlitely tà feen approwe such a 
treaty. Mongtheless, $uegürtérs willl zontinus te labby Tor an ASEAN statement 
of intent and tubsaquent treaty approval, If and when circumstasces permit. 

[n amit» af aggurancas that such efforts will sot affet the right of passaqe 
sr mort calis Far US пата! vedsels, à Ereaaty could be wary damaging, 
acpechally їп teras of 5 base ассос та the Pe'linnines. 


Wa believe the Soviet Un ton Bas deaatatrated an Increased vitality and 
flecibllity in lit agaraach ta Southeast Asta--actively combining accnomirc, 
diplamatic, amd military wans to expand tz influence in the region. Не 
axpect Bosco to continue this apervGarh bx: 


— Maintaining its alliance with Vietsan and continuing ta guild un its 
forces at Cam Aanh, 


-- [atansifving its diplomatic activities through higs-lavel visita and 
proposals Far eooperatlon. 


== Offering econom!c indycementi such as development projacts and trade 
dealt 1 mat ASEAN members (although Moscow Is unlikely to provide 
major amounts of aid due ta its бып financial congtralate. 


cn 1 chile? sajectiva 15 to stremythen its own posltlan je the region while 
trying to undermine US influence, For ezampla, the Sowlets will ppe 
apcortunitles Ба gertuade the Phllipse!nas to qut rid of US bases, but will 
probably aot be anxious to replace the United Stated as à @ajer grantor of ald 
to Manila. Through these achlvitled, Вотсон could make fom galna, bet thtt 
will be limited Bacause- 


за ASEAN coustrled will remaln Pumtarentally susp'claus of coa" 
Taken t lng - 


The Unlted Stated, Japas, and aa Hest wlll coetinuge to ba "ar mora 
important bo ASEAN than the Sowlets 11 trading partners and à$ icurces 
of investeeet and deer lernt agilatance. 


н 
1 


-— Increased Soviet "smile diplomacy" and prcopagasda will fake tome tim 
to mwercome gait ineptl fede. 


e beliewe ASEAN hat sufficient ttay!ng power that the difFicultiesg asd 
tent ens amo the тете states can be affectivaly managed, ied АСЕАН wi! 
ratala an essentially cooperative relationship: The locsely itructur&d sature 
of ASEAM tief allows gerber tatea gufficlent flexibility that they cas 
d!sagraa uris aith gach other and ктап occastonaliy act against the 
interest of fellow members without zer 1027 jecgardir)aq the АШАН cohesion. 


Cwarall, wa hgliaug that US-855AN relations will be tncrea|siegly tested 
over the period of tals 111 enk ASEAN unity en key golltica! questiass, 
such às Cambodia, will most likely continua to tenafit Us Interests, althoojh 
this ueity will be periodically complicated by differing attitudes of the 


center чана, In ue such as wetiprotectionist тоне теп, ASEAN will 
preserve a enltad postition, and US policies are likely f be Further 
criticized. 


Theugh mach w11] depend on how qeestlans of ASEAM walty and the concerns 
of its members are resolved, we are tlie that the Senta 
cooperative relatlanghls between the United States and ASEAN will be preserved 
over the next throe ko five yaarz. Specifically. 


== Disagreementi cer trade and other economic problems will not undermine 
eooperati«va action betwagn ASEAN and the United States on Салај! а, 


== ASEAW will continue ah essentially moderata ling im International 
forums, a course which will be sspportive of US interests. 


== ASEAM will be essentially heilpFul en UE 111 багу interests. 


Ewan more signifirastiy, the United States will be able to contimo to 
oromgte bl lateral tleg wth most ce all of the ASEAN members. though the 
United States may disagraa with som of the collective ASLAN plett. Us 
interestz will Pace greater challenged, Get there 14 no rien to bed that 
thase challenges wlll be Beyond Etha ability of the United States to masaga. 


Hewerthelesd, for the füreseseabla Рибата. the Walted States should aapact 
reat: 


== The economic prablaem of АШАН mseabergzi--iuch at low commodities pricat, 
aroteactianism in riger t markatz, a burden foreign debt, and rising 
unmerplgymente-will probably prompt them to make greater demand; as the 
Waited Stated For access To markets. 


== Some ASEAM countries may preis for coetinued LS material agalatance te 
he nai- anml at Cambodian resistance forcer, and all of tham wil! 
вкрасі Washington's firm backing in asy negotiations wit the 
Vietnere e on the Cambodia issue, 


== The USSR 14 likely bà adopt а more асела? [киште In 5s raglan, 
high could complicata ASEAM’s rglatiosez with tha United States. 


== ASLAM will count on the Unite? Stated to be tees Кит ja sustalning 
Philippine democracy. 


rund fhe ger i Gf this aiietdiment, ыча, ыё cannot rule cat the 
pass Bllity that acomomic proplam xmi political differancas within ASEAM 
could become increasimqly serere and adversely affect HAN unity and U5 
Interasts. 


Of particular concern would he: 


— The prospect That trace and other aconamic frictions botera tha Unite 
States and ASEM will become more serious. undermining political 
ehiperablca. 


-- The possil Ту that nat'onalistir of nona!igned tesdencles will ate 
governments less amenable to consideration of US Tatereitr Ta the 
rag on. 


-- Тш prospect that democracy may fail in the Philippises, Ci other 
ASEAN states ta doubt US capabilities and resolves, 
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ut H AH M FOR: Director of Central Intelligence 


FROM : David D, Gries 
National Intelligence Officerfor East Asia 
SUBJECT : Your Question on ASEAN 


1, The Association of Southeast Asian Nations (ASEAN) -- consisting of 
Indonesia, Malaysia, Singapore, the Philippines, and Thailand -- was founded 
in 1967 as an economic, social, and cultural organization, but its main 
achievements have been political and diplomatic. Initially, it devoted its 
energies to preventing bilateral squabbles from escalating into serious 
conflict; in the process member states developed the common objective of 
preserving ASEAN even at the cost of leaving some problems unresolved. In 
1975 the emergence of Vietnam as a potential threat to regional stability, 
combined with ASEAN's perception of declining US interest in the area, gave 
the association the momentum and cohesion it previously lacked. As a result, 
its leaders began to try to exert direct influence on policy and events 
affecting the region. 


2. ASEAN has a system of "Dialogues" at the Cabinet level with the 
European Community, Japan and the United States. These are satisfactory to 
the US and do not impede our bilateral relationships with the five. 


3. In contrast to its political and economic activities and structure, 
ASEAN has no forma! or informal military functions, and this is likely to 
remain the case until relations between Singapore and Malaysia become more 
intimate. However, informa! military cooperation without an ASEAN label 
continues to increase among various groupings of the five members. 


4, Intelligence exchanges among ASEAN members are Similarly advanced, 
again without the organizational labe], 


5. 1 ат attaching a more thorough discussion of ASEAN's development and 
the latest cab!e on ASEAN and the Kampuchean resistance. 


David D, оче \) YO 


Attachment: a/s 


End. 


